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EXECUTIVE SUMMARY

The Sage Grouse Habitat Program provides numerous interim reports and briefings throughout
each calendar year. A formal written report is produced on a calendar year basis. This report
covers the period from January 1 to December 31, 2020. Additional information about the strategy
can be found at www.sagegrouse.mt.gov.

History and Background

The Greater Sage-grouse (Centrocercus urophasianus) was once a candidate for listing under the
federal Endangered Species Act across its range in 11 western states. Montana and 10 other
western states developed conservation strategies to conserve sage grouse and address threats
caused by habitat fragmentation, development, loss of sagebrush, and invasive species. These state
commitments, in conjunction with revised federal land management plans, led the US Fish and
Wildlife Service (USFWS) to decide listing was not warranted. The decision was announced on
September 22, 2015.

The 2015 Legislature passed the Montana Greater Sage Grouse Stewardship Act (Act) in 2015.
Governor Bullock signed Executive Orders (EO or Order/s) 12-2015 and 21-2015 in 2015. The Act
was amended in 2017 and 2019. Some provisions of Executive Order 12-2015 are codified in
statute. The Executive Orders took effect on January 1, 2016. They are based on recommendations
from an advisory council, which itself met ten times from 2013 through 2014. Additionally, seven
public hearings were held in Montana. Montana’s Sage Grouse Conservation Strategy (Strategy) is
based on an “All Hands, All Lands, All Threats” approach which relies on the ongoing, successful
collaboration of a diverse group of stakeholders, private landowners, the Montana Legislature, and
state and federal agencies.

Taken together, the Act and Executive Orders 12-2015 and 21-2015 comprise Montana’s Sage
Grouse Conservation Strategy (Strategy). Montana’s Strategy mirrors the approach taken in the
State of Wyoming. Montana aims to balance conservation and development. Montana’s goals are
to: 1. maintain viable sage grouse populations and conserve habitat; 2. maintain flexibility to
manage our own lands, our wildlife and our economy; and 3. fulfill commitments in our Strategy so
that a listing under the federal Endangered Species Act is not warranted. These goals are shared by
Montanans who understand the implications if federal protections are imposed.

Implementation Framework

The Sage Grouse Habitat Conservation Program (Program) is charged with implementing the Act
and the Executive Orders across state government, coordinating with federal land management
agencies as they implement the sage grouse conservation provisions in their land use plans, and
working with other partners, especially private landowners who conserve the majority of
important sage grouse habitat in Montana.

The Montana Sage Grouse Habitat Conservation Program is overseen by the Montana Sage Grouse
Oversight Team (MSGOT), whose duties were established by the Act. MSGOT’s composition is also
established by statute. MSGOT establishes broad policy and implementation guidance and is
administratively attached to the Montana’s Governor’s Office.



MSGOT meets at least four times a year to address timely issues related to implementing the Orders
and the Act. These include: coordinating conservation and permitting efforts with state and federal
agencies, selection of projects to receive funding from the Stewardship Account, oversight of the
habitat mitigation framework and habitat quantification tool (HQT) and addressing concerns and
priorities from various stakeholders as to the implementation and focus of the Program and
Montana’s Strategy overall.

Executive Order 12-2015 applies to all Executive Branch state agencies and is mandatory. EO-12-
2015 requires the Program to review all proposed activities that require a state permit for
implementation in sage grouse habitats designated as a Core Area, General Habitat, or a
Connectivity Area by the map contained in Executive Order 21-2015. Statutory definitions of these
habitat areas are also provided for in the Act. If the proposed activity will take place outside of
these designated areas or a state permit, authorization or state funds are not involved, Program
review is not required.

Scientific studies have shown that sage grouse are very sensitive to habitat loss, fragmentation, and
disturbance particularly during the breeding, nesting, and early brood-rearing seasons. Sage
grouse are nearly 100% dependent on sagebrush throughout their life history. Through
consultation and implementation of the Executive Orders, Montana aims to first avoid adverse
impacts to birds and their habitats, then minimize impacts, and then restore habitats. If residual
impacts to habitat still remain after these measures, compensatory mitigation is required.

The Orders, along with market-based forces and incentives, help guide where and how
development and other activities occur in the designated sage grouse habitat areas. Certain
limitations, stipulations, or conditions may apply, depending on the project or activity, when it
would be implemented, and where it would be implemented. Other components establish general
practices that apply to everyone, such as noxious weed control. Mitigation may be required in some
cases. Some activities are exempt from the Orders’ requirements by the Orders themselves, by
subsequent MSGOT decisions, or subsequent amendments to the original 2015 Act. Other activities
may be “grandfathered” because the permitting process had been completed and a permit issued
prior to January 1, 2016 (the effective date of Orders).

The Executive Orders apply to all programs and activities of state government, including
permitting, grant programs, and technical assistance. Through a consultation process, the Program
will work with project proponents to first avoid impacts, minimize impacts, and restore impacted
areas. Restoration is already required by state law or administrative rule for some permitted
activities. Compensatory mitigation may be required for residual temporal or spatial impacts that
remain after avoidance, minimization, and restoration measures.

The Act provided that compensatory mitigation obligations can be fulfilled through transactions in
a mitigation marketplace where providers of sage grouse habitat can sell mitigation credits to
developers whose activities have residual impacts so that the impacts can be offset. Alternatively, if
sufficient mitigation credits were not available in the mitigation marketplace, developers could
offset their impacts and fulfill their compensatory mitigation obligations through a payment to the
Montana Sage Grouse Stewardship Fund. A habitat quantification tool (a GIS model) has been
developed to estimate the number of mitigation credits created through conservation efforts and
the number of debits (residual impacts) due to development activity.

The Act had also created the Stewardship Account (Account or Fund; a special revenue account),
and the 2015 Montana Legislature appropriated $10 million. The purpose of the Stewardship



Account is to maintain, enhance, restore, expand, or benefit sage grouse habitat and populations.
The fund is a source of competitive funding to facilitate free-market mechanisms for voluntary,
incentive-based conservation of private lands (and public lands as needed). Through a competitive
grant process, organizations or agencies could receive funds to conserve habitats on private lands
and create mitigation credits which would then become available in a Montana sage grouse
mitigation marketplace to offset impacts of development elsewhere. MSGOT may transfer the
mitigation credits created through Stewardship Account grants to an independent third party and
recover the proceeds of any sales the third party makes. The Account would be reimbursed when
those credits were sold. The reimbursed funds will then be used to finance other habitat
conservation projects. As of December 31, 2020, no third-party credit developers have entered
Montana’s mitigation marketplace to conduct individual credit-debit transactions with developers
and entities who may create credits. That means the primary options available to developers to
offset impacts are permittee-responsible projects they implement on their own behalf or to make a
contribution to the Stewardship Account equivalent to the cost of credits created through
Stewardship Account grants.

In 2017, the development and implementation of the sagegrouse.mt.gov version 2.0 website was
finalized and replaced Version 1.0 on April 7, 2017. Website version 2.0 (SG2.0) was in place and
utilized throughout 2018, 2019, and 2020. The website offers developers an easy way to determine
whether their project would occur in designated sage grouse habitat. If so, developers submit their
consultation request and project information through the website. The Program is automatically
notified that a new project has been submitted and the project is assigned a unique project
identification number so it can be tracked throughout the review process until completion. The
website automates many calculations, but presently, HQT calculations are performed on a desktop
computer by Program staff. In mid-2019, the Program entered a contract with the original
developer of the SG2.0 to enhance features, incorporate the mitigation aspect and habitat
quantification tool, and make a credit-debit registry available to the public. This work was on-going
throughout 2020 and is expected to be completed in 2021.

Summary of 2020 Program Consultation Performance

The Program completed reviews on the vast majority of projects for which a consultation was
requested. In 2020, the Program received a total of 275 requests and carried over work on 25
projects initiated in either 2018 (n=4) or 2019 (n=21). As of December 31, 2020, the Program
completed reviews for 205 projects (68%). Of the remaining 95 projects, 75 projects were carried
forward into 2021. Additional information necessary to complete reviews on 44 of the 75 (59%)
projects had been requested from the developer but had not been received by the Program as of
December 31, 2020, so the Program could not complete the review during the calendar year. The
Program had all necessary information for the remaining 31 projects, but work carried forward into
2021 because these projects were either submitted late in 2020 or were larger / more complicated
projects which require more time and collaboration with the developer. Some projects were
withdrawn by developers of their own accord. Most development projects reviewed by the
Program in 2020 were proposed in General Habitat (n=213, 71% of 300 projects) compared to
either a Core Area (n=85, 28% of 300 projects) or Connectivity Area (n=2, <1% of 300 projects).

Version 2.0 of the web application prompts developers to provide information necessary for the
Program to complete its review. However, it is often the case that details were lacking in specific
areas that affect the outcome of the review and mitigation in particular (e.g. project description or
implementation dates). Lack of having complete information pauses the Program'’s review while
developers provide the additional necessary information. The web application automatically



calculates the duration of a project review and what proportion of the total review days are
attributed to the Program actively performing its work vs. waiting for additional information.
Across all projects in 2020, the combined total of the Program’s review days and the days attributed
to delays while waiting for additional information was 5,572.65 days. Of that, 1,522.26 days (27%
of total) were attributed to days during which the Program was waiting for additional information
necessary to complete the review.

Of the 205 development projects for which the Program completed reviews in 2020, 92% (n=188)
of projects were reviewed within 42 days of being submitted to the Program. The Program
completed reviews for 127 projects (62% of 205) within 20 days of being first submitted to the
Program. Reviews were completed on a total of 77 projects (38% of 205) within 10 days of being
submitted.

2020 Development in Sage Grouse Habitats

Of the 13 major project types reviewed in 2020, 40% (82 of 205 total projects) were related to
either Agricultural - Water (n=39) or Residential development (n=43). Of the remaining major
project types, Oil and Gas (n=22), Mining (n=22), and Communication (n=19) combined accounted
for 31% of the total projects reviewed (63 of 205).

A total of 205 projects reached Completed Review in 2020. Of those, a total of 67 development
projects resulted in a mitigation obligation (33%), whereas 138 projects did not. Of the 205
projects that reached Completed Review status, an HQT was calculated for 89 projects (43%). Of the
89 projects for which an HQT was calculated, eight projects had a mathematical result of zero (9%)
and 14 projects were subject to a more detailed desktop analysis and no mitigation for reasons
unique to those projects (16%). Across these 89 projects, a total of 227,527.41 functional acres
were lost (15% in Core Areas and 85% in General Habitat. The greatest loss of functional acres was
documented in the North Central Service Area (65% of total). This Service Area did not have the
highest number of total projects but rather one transmission line project that resulted in a large
number of functional acres lost.!

After accounting for policy multipliers, a total of 338,199.78 debits accrued across all Service Areas,
with 65% of all debits being associated with the North Central Service Area (n=25 projects). Of the
total debits, 110,672.36 are attributed to policy and site-specific multipliers, with deviations from
the seasonal use stipulation of Executive Order 12-2015 accounting for 32,760.34 debits (30% of
the total multiplier debits) and the Reserve Account accounting for 45,505.48 debits (41% of the
total multiplier debits). Again, most multiplier debits accrued in the North Central Service Area
(73,233.12 debits, 66% of the total), with deviations from the seasonal use stipulation and the
Reserve Account each accounting for about one third of the total policy and site-specific debits
within the North Central Service Area.

A developer presently has three mitigation mechanisms available to offset the impacts of their
projects: permittee responsible actions, a contribution to the Stewardship Account, or a
combination of those. In 2020, of the 205 projects for which the Program completed review by
December 31, 2020, 67 projects needed to secure an equal number of offsetting credits utilizing one
of the above mechanisms. For 61 projects (91%), the developer chose to offset the impacts of their

1 One transmission line project located entirely within the North Central Service Area resulted in a loss of 146,597.52
functional acres. This accounts for 64% of the total functional acres lost in this Service Area for Projects that reached
Completed Review status in 2020.



development project by making a contribution to the Stewardship Account. Five development
projects were offset through permittee-responsible actions implemented by one developer
implementing their own credit projects. One project utilized a combination of options,
implementing a permittee-responsible credit project to offset a portion of their mitigation
obligation and making a contribution to the Stewardship Account to offset the remaining mitigation
obligation amount.

Developers who select the Stewardship Account mechanism are asked to deposit the funds after
receiving all necessary permits but immediately before implementation. That way, contributions
are only made for projects which will move forward, and the developer retains full discretion to
determine permitting and implementation timelines. A total of $1,824,543.49 has been contributed
to the Account by developers, of which $1,317,737.31 was deposited in the 2020 reporting period.
An additional $857,610.00 is expected if all projects which reached Completed Review are permitted
and actually implemented. The amount of any single contribution in 2020 varies widely, in keeping
with the wide variation in impacts attributed to specific projects. The smallest single contribution
was $0.49, and the largest contribution was $761,519.00. Impacts and mitigation obligations can
vary significantly due to a variety of factors, such as: project type, above vs. below ground, the
number of individual disturbances included in the project, the project duration, the project location
relative to habitat quality, and the degree to which the project is consistent with Executive Order
12-2015. Mitigation is proportional to the total impacts of a project, and market-based incentives
exist to encourage voluntary efforts to impact as little habitat and local sage grouse populations as
possible.

Stewardship Account Grants and Other Sources of Credits to Offset Development

Credits created through Stewardship Account grants are used to offset impacts of development
projects for which the contribution is made. The first grant cycle was completed in 2016-2017, and
of the original pool of grant (or credit) projects awarded funding, some were withdrawn by the
applicants. This left a total of four credit projects would eventually be implemented. All four
remaining credit projects closed by December 31, 2020. See Table 14. The four 2016 grants
created a total of 987,287.04 credits, which accounts for 53% of all available credits created as of
December 31, 2020.

The second grant cycle was completed in late 2019. A total of six projects were awarded funding.
Of those six, three projects closed in 2020, two were withdrawn by the applicant, and one is
expected to close in 2021. See Table 15. This has created 269,168.12 available credits from the
grant projects that closed, and 204,422.8 anticipated credits attributed to the one remaining 2019
grant project that had not closed by December 31, 2020. An additional 249,029.45 credits are
anticipated to be created from the seven 2020 grants with a high likelihood of closing in 2021 or
2022. See Table 16.

Credits are also created periodically by credit project sponsors undertaking restoration or
enhancement actions like reseeding, mesic habitat restoration, or permanently plugging and
abandoning oil or gas wells and reclaiming the site (referred to here as “other” credit sources).
Where the project sponsor does not wish to become a mitigation marketplace actor and retain
those credits for eventual sale to a developer, the credits are retained by the state and pooled with
credits created by the Stewardship Account. These projects result in a relatively small number of
credits but are still important to document. Credits can also be created through permittee-
responsible projects by individual developers to offset the impacts of their own projects. Typically,
these developers retain their credits for their own projects. All credit sources combined (i.e. closed



Stewardship Account Grants, other, and permittee-responsible credit projects) amounted to
305,129.79 available credits created between January 1, 2020 and December 31, 2020.

Since the first grant cycle in 2016, 1,256,455.16 total credits have been created by Stewardship
Account grants, and 603,885.78 have been created by permittee-responsible or other credit
producing projects for a combined total of 1,860,340.94 credits across all Service Areas.

Synthesis of 2020 Mitigation Outcomes

In 2019, Montana achieved its goal of balancing conservation with development on a statewide
basis and in three of four Service Areas. Between January 1, 2020 and December 31, 2020, Montana
did not meet is mitigation specific habitat-based objectives in two of the four Service Areas. The
North Central and Southeastern Service Areas generated fewer credits than debits for 2020.
However, on a statewide basis for both 2019 and 2020, the total number of credits created exceeds
the total number of debits. After subtracting the total number of debits from the total number of
credits for both years combined, there is a surplus credit balance of 1,433,246.50 as of December
31, 2020. Taking into account both 2019 and 2020, a surplus exists in three out of four individual
Service Areas, with a deficit of 197,032.37 credits documented in the North Central Service Area.
See Table 18.

All contributions to the Stewardship Account should be allocated towards Stewardship Account
grants to offset the impacts for which the contributions were made. The timing of subsequent grant
cycles will be determined by when developers make their contributions and how fast the Account
balance is replenished after the 2020 grant award funds are transferred to close those projects.

Presently, there are no third-party conservation banks or habitat exchanges operating in Montana.
Stewardship Account grants or permittee responsible projects are the only mechanisms available to
developers at this time. Permittee responsible projects are rare, but always possible.

Adaptive Management and Conclusions

During MSGOT’s November 30, 2020 meeting, adaptive management discussions focused on the
first minor revisions to the basemap that would occur through updating of individual GIS layers
with the most currently available data. Another topic for exploration related to the Program’s
observation that implementation of the mitigation framework overall could be improved by
creating a feedback loop mechanism between developers, state permitting agencies, and the
Program to overcome the Program’s lack of knowledge about the status and disposition of
development projects for which the Program completed its review (i.e. permitting process,
implementation schedule, or whether a project was cancelled altogether). Closing this loop would
improve data accuracy and integrity, accuracy of disturbance data, fiscal management of the
Stewardship Account, and most importantly, the accuracy and reliability of the credit/debit
registry. These adaptive management actions were initiated in 2020 and are anticipated to
implemented in 2021. Additional topics may be identified by MSGOT or stakeholders for this first
review, but major overhauls are not expected and would not be warranted given two-year’s
experience and the available data. Any limitations or unexpected outcomes thus far have been
successfully resolved at the Program level or through MSGOT.

The mitigation framework is working and effective. All limitations or unexpected outcomes of the
framework were successfully at the Program level or through MSGOT. Stewardship Account grant
funds were wisely spent, and those funds were well-leveraged with matching sources.



Montana’s conservation strategy is science-based, but also crafted by and continuously improved
through stakeholder engagement and pragmatic problem-solving by all parties. Montana continues
to work collaboratively with private landowners, state and federal agency partners, industry and
conservation organizations, and elected officials. Conservation exceeded development, and no
projects were barred by the Program or MSGOT. Based on the 2020 Greater Sage-grouse
Population Report from Montana Fish, Wildlife & Parks?, the population is secure. In 2020, the
population estimate has increased during spring in Montana from 44,876 individuals in 2019 to
77,977 individuals in 2020. This is likely due to favorable weather conditions in 2019. The number
of confirmed active leks has held steady since 2015, with minor increases or decreases in individual
years.

Going forward, Montana is well-positioned for an assessment of conservation efforts across 11
western states, set to continue to take place through 2021. A formal status review in the future is
possible, but presently unknown. Montana has implemented the commitments it made in 2015,
along with its partners, and our efforts have been effective. The future of sage grouse in Montana
and whether protections are warranted in the future both depend on our collective efforts.
Through pragmatic problem solving and continuous improvement, Montana can continue to
achieve our goals.

MONTANA SAGE GROUSE HABITAT CONSERVATION STRATEGY
Background

The Greater Sage-grouse (Centrocercus urophasianus - hereinafter referred to as sage grouse) is a
native species in Montana. Lewis and Clark first described sage grouse when they saw birds near
the Marias River. Sage grouse are also found in ten other western states and two Canadian
provinces. Montana and Wyoming are the key strongholds for sage grouse across its range. Other
states are: Oregon, Idaho, Colorado, Washington, Utah, North Dakota, South Dakota, Nevada and
California. Small numbers are also found in Alberta and Saskatchewan Canada.

Science has shown that sage grouse are particularly sensitive to habitat loss and fragmentation
caused by conversion of native sagebrush range to cultivation, invasive species, and other
anthropogenic development. Population declines have been attributed to these changes in habitat
at both local and landscape scales. At times and in some locations, predation can be a factor. Sage
grouse depend on sagebrush for nearly every life history stage. They are particularly sensitive to
surface disturbance and disrupting activities during breeding, nesting and early brood-rearing
seasons. Sage grouse have a very high site fidelity to areas used for breeding called leks. Some
have been used by birds for 80+ years. Hens usually nest within four miles of the lek on which they
bred. Montana populations can be migratory or non-migratory. Home ranges vary from 1.5 to 237
square miles.

Sage grouse interact with their habitats at a landscape scale and are almost completely dependent
on sagebrush for every phase of their life history. Intact, native sagebrush rangeland at a landscape
scale is needed. Sage grouse are slow to respond to changing habitat conditions. They are poor

Z Montana Fish, Wildlife & Parks. (2020, August 18). Montana Greater Sage-grouse Population Report.
https://leg.mt.gov/content/Committees/Interim/2019-2020/EQC/Meetings/sept-2020/fwp-sage-grouse-

population-2020-report.pdf
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pioneers at finding new habitat, and translocation efforts to supplement low bird numbers or re-
stablish extirpated local populations have been largely unsuccessful to date.

Between 1965 and 2005, sage grouse population declines, and habitat loss were well-documented
across its range in 11 western states, including Montana. Once lost, sagebrush is not easily
restored. While favorable weather patterns account for shorter term population rebounds, the
long-term trend has been downward. By 2005, the USFWS had received eight different petitions to
protect the sage grouse under the federal Endangered Species Act (ESA).

In 2005, Montana completed the first Montana Sage Grouse Management Plan. Important sage
grouse habitats were mapped. Conservation efforts were increased through formation of local
working groups, more formalized monitoring protocols, increased monitoring efforts, adoption of
adaptive management guidelines to manage hunter harvest, and habitat conservation efforts.

In 2010, when responding to a petition for ESA protections, the USFWS found that listing the
Greater Sage-grouse range-wide was “warranted but precluded” by other higher-priority actions.
That finding was based on continuing population declines resulting from habitat loss and
fragmentation going back decades and that habitat losses were still ongoing in Montana and range
wide. Furthermore, this finding made sage grouse a “candidate species” for listing and ESA
protections as threatened or endangered in the future. Two key findings included loss and
fragmentation of habitat and lack of adequate regulatory mechanisms to conserve habitat and
reverse population declines. Because sage grouse were a state wildlife trust species at the time of
that decision, state-led conservation strategies became a key focus. It was also recognized that a
significant portion of sage grouse habitat occurred on federal lands managed by the U.S. Bureau of
Land Management (BLM) and U.S. Forest Service (USFS). States, federal agencies and interested
stakeholders came to understand that the key to the future of sage grouse and whether they would
require ESA protections in the future rested on development of dedicated conservation strategies
by states, federal land managers, private landowners, and other interested stakeholders.

The USFWS 2010 decision that listing was warranted by precluded was challenged in federal court.
In 2011, USFWS entered a legal settlement agreement that required it to conduct a new status
review. The review would analyze threats to sage grouse and its habitats, population status and
trends, and whether the regulatory mechanisms were adequately addressing the threats. USFWS
deadline was September 30, 2015.

This deadline spurred Montana and 10 other western states, several federal land agencies, and
dozens private partners to cooperate and coordinate in an unprecedented way to conserve, restore
and enhance sage grouse habitat to preclude the need to list the species. Efforts included: BLM and
USFS land use plans or plan amendments placing greater emphasis on conserving sage grouse
habitat; development of state sage grouse conservation plans; voluntary, multi-partner private
lands efforts through Natural Resources Conservation Service; collaboration among federal, state,
academic, and private sector scientists; and a comprehensive strategy to fight rangeland fires.

Development of Montana’s Sage Grouse Habitat Conservation Strategy: 2013-2015

Sage Grouse Advisory Council and Executive Order 10-2014

Montana’s Sage Grouse Conservation Strategy (Strategy) was born out of a comprehensive
stakeholder process in 2013-2014, led by Montana Fish, Wildlife & Parks. Governor Bullock
convened the Greater Sage Grouse Conservation Advisory Council in February 2013. It was charged



to advise the Governor and recommend conservation measures to address threats to sage grouse in
Montana. The Council held ten multi-day public meetings to consider existing strategies in
Montana and other states, the best available science, and broad diverse public comment. Seven
public meetings were held to get comment on the Council’s draft strategy and preliminary
recommendations.

The Advisory Council’s work was funded by the 2013 Montana Legislature (HB 580), which
supported its purpose to recommend policies and actions for a statewide strategy. Ultimately, the
Council’s advice and recommendations were captured in a document presented to the Governor,
dated January 29, 2014.

Throughout the Council’s deliberations, USFWS made it clear that for the USFWS to consider
Montana'’s strategy as an effective regulatory mechanism for sage grouse conservation for purposes
of its 2015 listing determination, the strategy had to pass two critical tests: 1.the USFWS must
have certainty that the strategy would be implemented; and 2. once the strategy is implemented,
USFWS must have certainty the strategy will be effective in protecting sage grouse habitat and
conserving populations.

For its part, the Council considered threats identified by USFWS as well as additional threats the
Council members identified. It made recommendations for ways to ameliorate and/or eliminate
threats. The Council relied heavily on the Wyoming Sage Grouse Conservation Strategy, which it
knew had already been reviewed and received favorably by USFWS. The Wyoming strategy took
the form of an executive order that had originally been developed and implemented back in 2011
by then-Governor Freudenthal.

On September 9, 2014, Governor Bullock issued Executive Order 10-2014. It established regulatory
mechanisms to guide development and conserve designated sage grouse habitats (Core, General,
and Connectivity Areas, Figure 1). It created the Sage Grouse Habitat Conservation Program and
was largely based on the Council’s recommendations. This 2014 Order set the stage for and
provided guidance to state agencies and interested parties to begin moving towards full
implementation and had an immediate effective date.

Greater Sage Grouse Stewardship Act of 2015

The 2015 Montana Legislature passed the Greater Sage Grouse Stewardship Act (Stewardship Act
or Act), which took effect in May. The Legislature found that it was in the best interests of
Montana’s economy, the economic stability of school trust lands, and sage grouse conservation and
management to enact the legislation. There was strong bipartisan support among legislators and
diverse stakeholders. The goal to conserve sage grouse, its habitats, and preclude a future listing
under ESA was shared. It continues to be a commonly shared goal today.

The Act accomplished several important things in demonstrating Montana’s commitments to
implementing a comprehensive conservation strategy. The Act: 1. created the Montana Sage
Grouse Oversight Team (MSGOT); created the Sage Grouse Stewardship Fund (Fund or Account) to
provide competitive grant funding to create market-based incentives to conserve sage grouse
habitat; 3. appropriated $10 million for the Stewardship Fund grants and provided statutory
guidance for how the funds could be spent; 4. established that impacts to sage grouse habitat would
be mitigated and provided key statutory guidance; and 5. delegated rulemaking authority to
MSGOT.
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More specifically, the Act and other companion legislation established that MSGOT was
administratively attached to the Governor’s Office. Its members are the directors of the
Departments of Fish, Wildlife & Parks (FWP), Natural Resources and Conservation (DNRC),
Montana Department of Transportation (MDT), Department of Environmental Quality (DEQ), the
Administrator of the Montana Board of Oil and Gas (MBOG), a member of the Montana Rangelands
Resources Committee, a member of the Montana Senate, and a member of the Montana House of
Representatives. The Program is charged with implementation of both the Act and EO 12-2015 and
serves as MSGOT’s only staff. The Program itself is administratively hosted by DNRC but reports to
MSGOT.

Separately, the 2015 Legislature also appropriated funds to implement the Act and the Strategy
through MSGOT and the Montana Sage Grouse Habitat Conservation Program.

Executive Orders 12-2015 and 21-2015

On September 8, 2015, Governor Bullock issued Executive Order 12-2015 (hereinafter EO or 2015
Order) to supplement the 2014 Order and to recognize the passage of the 2015 Stewardship Act.
The 2015 EO supersedes the 2014 Order and is the operative document, along with the 2015 Act.

In late December 2015, Governor Bullock issued Executive Order 21-2015 to correct a clerical error
having to do with the map of designated habitats to which Executive Order 12-2015 applied. It
directed that EO 12-2015 was applicable in the map included in EO 21-2015. Hereinafter, EO 21-
2015 is incorporated by reference anytime EO 12-2015 is stated or referenced in this annual report.
See Figure 1.

Montana’s 2015 EO took full effect January 1,2016. The scope and specific guidance largely mirror
Wyoming sequential executive orders which date back to 2011 (e.g. Wyoming Executive Orders
2011-5,2013-3, and 2015-4). Montana’s guiding principles, specific provisions, and stipulations
are the same as Wyoming’s in most respects.

The 2015 EO requires the Program to review all proposed activities in sage grouse habitats
designated as a Core Area, General Habitat, or a Connectivity Area if a state or federal permit or
authorization is required, or if state grant money or technical assistance is involved. This process is
often referred to as a “consultation” and must be completed prior to submitting a permit
application to a state agency. The proposed activity is reviewed for consistency with the
requirements of EO 12-2015 and EO 21-2015. If the proposed activity will take place outside of
designated habitat, Program review is not required.

The Order guides where and how development and other activities occur in the designated sage
grouse habitat areas. Certain limitations, stipulations or conditions may apply, depending on the
project or activity, its location and its duration on the landscape. Other components establish
general practices that apply to everyone. Mitigation may be required in some cases. Some activities
are exempt from the Orders’ requirements, either by the Orders themselves or by subsequent
MSGOT decisions. Other activities may be grandfathered in because the permitting process had
already started prior to January 1, 2016.

The Executive Orders apply to all programs and activities of state government, including
permitting, grant programs, and technical assistance. Through a consultation process, the Program
will work with project proponents to first avoid impacts, minimize impacts, and restore impacted
areas. Restoration is already required by state law or administrative rule for some permitted
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activities. Compensatory mitigation may be required for residual temporal or spatial impacts that
remain after avoidance, minimization, and restoration measures.

Montana'’s Strategy and the 2015 EO takes a “core areas” approach similar to Wyoming. Core Areas
are statutorily defined as having the highest conservation value and having the greatest number of
displaying male sage grouse and associated sage grouse habitat. Core Areas contain approximately
76% of the breeding male sage grouse population. Areas designated as General Habitat and
Connectivity Areas are also important to sage grouse conservation (Figure 1). Habitats were
previously designated by Montana Fish, Wildlife & Parks based on habitat attributes and breeding
sage grouse densities (leks and number of males on leks).

This approach keeps the proactive focus on conserving habitats and minimizing or eliminating
threats in the most important habitats where most birds live at a landscape scale.

The guiding principles of Montana’s Strategy are to work together collaboratively across all lands to
address threats, often referred to as an “all Hands, all Lands, all Threats” approach. In Montana,
private, state, and federal lands exist in a checkboard pattern where land use activities depend on
access to all lands, regardless of ownership. The approach strives to establish a consistent
approach and common standards to sage grouse conservation across significant and interconnected
working landscapes, regardless of landownership.

In summary, the three pillars of the Strategy are: 1. Executive Orders 12-2015, and 21-2015; 2.
Greater Sage Grouse Stewardship Act of 2015 and as subsequently amended; and 3. Voluntary
private land stewardship. The Strategy applies to the areas shown on the map contained in EO 21-
2015 (not EO 12-2015 which contained a clerical error). The Strategy is proactive, based on peer-
reviewed science, respects private property rights and valid existing rights, and aims to achieve
Montana’s shared goal to preclude or avoid the need for ESA protections in the future.

The Montana Sage Grouse Oversight Team

Under EO 12-2015, the function of MSGOT is to oversee the administration of the Program. This
includes: staying abreast of emerging science and developing appropriate guidance, reviewing and
troubleshooting the consultation process, addressing issues delineated in applicable Executive
Orders and attachments for further consideration, recommending to the Governor further
improvements to the Program, and fulfilling the duties assigned by Senate Bill 261 (2015 Montana
Legislative Session).

Under the Act, statutory duties include: promulgating administrative rules for Stewardship und
grants, mitigation, and the habitat quantification tool; reviewing Stewardship Fund grant
applications and awarding funds from the account; calculating and making mitigation credits
available from conservation efforts funded through the Stewardship Account, tracking and
transferring conservation credits; assuring the Stewardship Fund is reimbursed when credits from
the Stewardship Account are sold; receiving payments for credits it tracks; reviewing and
approving compensatory mitigation plans; and completing an annual report.

The Sage Grouse Habitat Conservation Program

Executive Order 12-2015 tasks the Program with the following roles: provide guidance to,
exchange information with, seek input from, and consult with state agencies and other instruments
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of state government during permitting and other authorizations, or during consultation, or
technical or financial, or other assistance for non-regulated activities; administration of applicable
Executive Orders and attachments and Senate Bill 261 (the Act originally passed in 2015); provide
assistance, input, and guidance to MSGOT on all matters before it; and serve as principal point of
contact for the interested public and stakeholders regarding the Conservation Strategy.

Additionally, the Program has a role of consultation, recommendation, and facilitation of the
permitting process with a special focus on sage grouse and sage grouse habitats. However, the
Program has no authority to either approve or deny a permit. The regulatory authority to approve,
deny, or condition a permit continues to rest with the original permitting agencies. The Program’s
consultation consists of reviewing the project and determining whether it’s location and
implementation would be consistent with the stipulations and requirements of EQ 12-2015.
Additional information about the consultation process follows below.

In describing statutory duties for MSGOT, the Stewardship Act designates the Program as MSGOT’s
staff to implement their responsibilities set out in the Stewardship Act and other requirements of
EO 12-2015.

Collaboration with Other Conservation Partners

The State of Montana has cooperative and collaborative relationships with federal agencies in
implementing its own Conservation Strategy, along with providing support and technical assistance
to federal agencies implementing their own sage grouse conservation actions consistent with
federal and state laws. Due to Montana’s checkerboard ownership, particularly in sage grouse
habitats, it is imperative that the state and federal agencies work collaboratively across property
boundaries and with Montana'’s private landowners for consistent implementation. This avoids
inadvertent displacement of development projects or land use authorizations into higher quality
habitats due to surface ownership patterns when the project could have equally been implemented
nearby on a different surface owner.

In 2015, the BLM finalized sage-grouse specific conservation provisions in land use plans and plan
amendments throughout the west. In Montana, a unique relationship was established that has the
State of Montana providing technical assistance and support to the BLM when it considers land use
authorizations in areas designated in the BLM plans as a “Priority Habitat Management Area”
(which is the same as a state-designated Core Area in EO 21-2015) BLM General Habitat, or BLM
Restoration Areas.

The USFS also updated land use plans and/or adopted plan amendments throughout the west to set
forth specific strategies to conserve sage grouse. In Montana, only the Beaverhead Deer Lodge
Forest Plan sets forth sage-grouse specific strategies. The forest plan revision process is ongoing
for other USFS lands in Montana. Sage grouse specific conservation actions and requirements will
be addressed and included.

A unique relationship also exists between the State of Montana and the USDA Natural Resources
and Conservation Service (NRCS). Private land stewardship is a key pillar in Montana’s Strategy
overall, and NRCS is an important partner in delivering conservation on private lands through the
Farm Bill and Special Initiatives the like Sage Grouse Initiative or Working Lands for Wildlife.
Montana signed a Memorandum of Understanding with the NRCS and the Soil and Water
Conservation Districts of Montana (SWCDM) in July 2015. The purpose is to enhance joint efforts to
conserve privately owned working rangelands that provide habitat for sage grouse. The agreement
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provides the necessary framework for cooperation, streamlining protection and enhancement of
sage grouse habitat on privately-owned working rangelands. The Program works with NRCS and
SWCDM to bring technical and financial resources together to leverage them to the greatest extent
possible. See the Private Land Stewardship Section below.

Other federal agencies implement sage grouse and habitat conservation actions of their own accord
and occasionally consult with the Program.

USFWS 2015 “Not Warranted” Decision

On September 22, 2015, the USFWS announced that listing of sage grouse under ESA was “not
warranted.” The final decision was published in the Federal Register on October 2, 2015. It
contained an extensive analysis of threats to sage grouse and a comprehensive review of the five
ESA listing factors. As importantly, it provided a good summary of recent peer-reviewed science.

In its “not warranted” decision, the USFWS evaluated the best available scientific and economic
information regarding the sage grouse, including threats to the species and its sagebrush habitats.
USFWS concluded that the threats which caused the initial designation of “warranted but
precluded” in 2010 had been significantly reduced due to sage grouse specific conservation
activities in federal land use plans (BLM and USFS) and to the regulatory mechanisms and habitat
conservation strategies adopted by states.

The USFWS identified that the primary threats to the species continued to be habitat loss,
fragmentation, and degradation of sagebrush habitat due to a variety of causes. In the Rocky
Mountains and Montana, habitat loss is driven primarily by energy development and the associated
infrastructure development. Other threats, such as habitat loss to ex-urban development,
conversion to cropland, invasive grasses, wildfire, West Nile virus occur as well.

However, there was either a track record of implementation and efficacy for state regulatory
mechanisms like Wyoming’s Executive Orders or a high degree of certainty that strategies like
Montana’s and other states constituted strong enough regulatory mechanisms to ameliorate or
eliminate threats that protection as a threatened or endangered species was not warranted. Lastly,
USFWS stated that it would “monitor threats to sage grouse and its response to threats” and
“conduct a status review in 5 years.”

Key questions that would be addressed in a future status review include the status and trend of the
sage grouse population. Additional questions states will have to address include how it
implemented its respective strategy or regulatory mechanisms, whether the state strategies or
regulatory mechanisms effectively reduced or eliminated threats, and whether implementation was
successful. In short, what has happened to sage grouse habitat between 2015 and 2020 and what is
the status and trend of the populations? Montana began formally implementing its Sage Grouse
Conservation Strategy in late 2015 through preliminary actions taken by DNRC and then by
Program staff and MSGOT when the manager was hired in September 2015 and MSGOT first
formed. These efforts built upon and supplement the ongoing work of Montana Fish, Wildlife &
Parks, other state and federal agencies, and Montana’s private landowners.
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Figure 1. Designated sage grouse habitat categories and exempt municipal boundaries in Montana,
Executive Orders 12-2015 and 21-2015 and BLM land use plans. Core Areas are shown in purple,
General Habitat is shown in green, and the North Valley Connectivity Area is shown in blue. Exempt
municipal boundaries are outlined in pink. BLM habitat designations are shown with diagonal lines
and correspond to Priority Habitat Management Areas in purple, General Habitat Management
Areas in Green, and Restoration Areas shown with diagonal lines only.

First Years of Implementing Montana’s Strategy: 2015 - 2020

Executive Order 12-2015 took effect in September 2015. The Program officially began operational
implementation on January 1, 2016. Appendix B provides an implementation chronology. Key
highlights are briefly summarized below. Please see previous Annual Reports for 2016, 2017, and
2018 for details on the first years of implementation of the Strategy.

The first meeting of the Montana Sage Grouse Oversight Team (MSGOT) was held September 18,
2015. The Montana Sage Grouse Oversight Team met a total of three times in 2015, five times in
2016, and four times in 2017. In 2018, MSGOT held seven meetings. In 2020, MSGOT met four
times. All MSGOT meetings are open to the public, with public notice and participation. Meeting
materials are archived on the MSGOT Meeting Archives web page at:
https://sagegrouse.mt.gov/Team.

An important duty of MSGOT in overseeing the Program is to assure efficient and consistent
implementation of EO 12-2015. In working with state permitting agencies and project proponents,
the Program has identified opportunities to bring greater efficiency to implementing EO 12-2015.
The Program has brought these to MSGOT for its consideration from time to time when an
implementation refinement would not: 1. exacerbate habitat loss or fragmentation; 2. ignore or
render identified threats to sage grouse or habitats worse than they were at the time of the USFWS
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“not warranted” decision; or 3. forgo future opportunities for habitat restoration, enhancement, or
preservation through mitigation activities.

Programmatic exceptions to the consultation requirement or specific provisions of EO 12-2015 are
approved by MSGOT, not granted by the Program. None were requested in 2015. In 2016, MSGOT
approved exceptions for projects that would be wholly located with included incorporated cities
and towns, certain waste and underground tank projects that require a permit, certain Department
of Labor and Industry permits and licenses, and air quality permits.

In 2017, MSGOT approved an exemption that allows some BLM and NRCS range management
projects meeting certain criteria to exceed the DDCT 5% disturbance cap limit. Projects such as
water pipelines, habitat improvement, and restoration efforts that require temporary surface
disturbance, and where benefits to sage grouse could be documented, were not required to adhere
to the 5% disturbance cap. Additionally, MSGOT approved an exception for certain DEQ water
quality permit modifications. This exception is specific to modifications of permanent facilities or
minor modifications to existing permits that do not result in new surface disturbance or disrupting
activities.

In 2018, MSGOT did not approve additional exceptions or modifications to the consultation as none
were requested. The primary focus of the Program and MSGOT was finalizing the mitigation
framework and Habitat Quantification Tool.

The Greater Sage-grouse Stewardship Act was first passed by the 2015 Montana Legislature. The
2017 Montana Legislature made minor amendments to the Act. The Act was amended again by the
2019 Montana Legislature. The 2019 amendments codified several provisions of EO 12-2015,
established a mitigation goal of “no net loss, net gain preferred”, and added additional duties and
powers to MSGOT.

Stakeholder engagement has been a hallmark of sage grouse conservation going back to the 1990s
and 2000s, well before the 2013-2014 Sage Grouse Advisory Council. Stakeholders continued to be
engaged throughout the early years of implementing EO 12-2015 and the Stewardship Act.

In 2020, the Program worked with various stakeholders to improve efficiency and implement
strategies for specific project types, to include a refund mechanism for new oil and gas wells that
result in dry holes. In Montana, one estimate is that one out of every ten exploratory oil and gas
wells drilled in sage grouse habitat is successful, and the other nine are not. An unsuccessful well
means that the Operator experienced a dry hole that will not produce oil or gas in sufficient
economic quantities to transition the well to produce for years to come. In these cases, the
developer terminates efforts to further develop the well within a short period of time after the
initial drilling activity. Thus, the assumption of success does not bear true.

Montana’s current mitigation framework requires that impacts be estimated and offset prior to
implementation of development projects. For developers that choose to offset impacts by making a
contribution to the Stewardship Account, the contribution is therefore made without knowing
whether the well will be successful or not. An Operator’s assumed success, the actual uncertainty
around whether or not a well will be successful, and the requirement to mitigate for the full life of a
project up front do not align well for new oil, gas, or injection wells.

During their October 27, 2020 meeting, the Oversight Team approved a modified policy approach
for unsuccessful wells. This policy accommodates the speculative nature of the industry and the
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uncertainty around whether or not a well will be successful. At the same time, the approach
ensures that mitigation is provided in advance and in full, if in fact, the well does turn out to be
successful. No new oil and gas well projects were submitted for review between the approval of
this modified approach and December 31, 2020.

The Oversight Team also considered and approved a revised review process and waived mitigation
for development projects involving trenchless excavation activities under certain circumstances.
Examples of trenchless projects include buried fiber, low voltage electrical lines, and smaller
diameter oil and gas pipelines. The vast majority of trenchless projects reviewed by the Program to
date were sited parallel to a road for business reasons, including access and ease of installation and
future maintenance. The Program worked with various stakeholders from November 2019 to May
2020 to develop a modified approach to mitigation for projects that utilize trenchless methods.

The work product is a new section 3.3.4 Modified Approach to Mitigation Requirements Applicable to
Development Projects Utilizing Trenchless Methods. The full narrative adopts and reflects agreed-
upon stakeholder outcomes. The Modified Approach: 1. Provides a standard definition of
“trenchless methods” which must be met to qualify; 2. Streamlines the process using a two-part
analysis that provides certainty, flexibility, and consistency; and 3. Results in no mitigation
obligations whatsoever for the vast majority of trenchless projects implemented to date.

Montana Sage Grouse Habitat Conservation Program
Overview of the Consultation Process

Montana EO-12-2015 requires the Program to review all proposed activities in sage grouse habitats
designated as Core Area, General Habitat, or Connectivity Area that require a state permit or
authorization or utilize state funds. EO 12-2015 also applies to work undertaken by state agencies
themselves.3 If the proposed activity will take place outside of these designated habitats, review is
not required. MSGOT has granted certain limited exemptions from the review requirement.

Through the consultation review process, the Program works with project proponents before they
submit applications for state permits, authorizations, or grant funds. This is to attempt to avoid or
minimize project impacts to sage grouse and their habitats through project siting, design,
construction dates, and implementation. This enables the project to be consistent with the
requirements of EO-12-2015.

Completion of a sage grouse review is required prior to initiating a state permitting process (Figure
2). State permitting programs require evidence of a sage grouse review be provided at the time
permit applications are submitted, if applicable. If evidence is not provided and sage grouse
consultation is required, permitting programs will refer the applicant back to the Program.

The Program undertakes a review for consistency with the requirements of EO 12-2015. If the
proposed activity is not consistent with EO-12-2015, the Program will work with the proponent to
determine the best solutions to both achieve consistency with EO-12-2015 and to facilitate
permitting of the proposed activity. Additionally, the Program works with proponents to determine
what, if any mitigation is required to offset the impacts of the development project. See the
Mitigation section below.

3 See Appendix B, EO 12-2015 Attachment D.
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Once the review has been completed, a letter describing the proposed project activity, the location
of the project relative to sage grouse habitat and active leks, and resulting stipulations, if any. A
hard copy of the letter is mailed to the proponent, and a PDF copy is attached to the project record
and is available online to the project proponent.

The project proponent then attaches the Program letter to the permit application submitted to the
relevant state permitting agencies. The state agencies include the Program’s recommendations as
stipulations on the state permit. The Program works closely with the various state agency
permitting programs and their respective stakeholder groups to identify and resolve issues as well
as identifying opportunities for increased efficiency. The Program strives to provide responsive
customer service through timely reviews of all projects to keep the State permitting process moving
forward.

Sage Grouse Consultation Process in Blue Box

Proponent Program / MSGOT

Forward

DRrAFT DuE DILIGENCE

Reviewer

i Return to Reviewer f Einali

£ | PROGRAM FINAL | """

; W REVIEW

5 = Return to Proponent: T

i RETURNED J‘ need more / corrected info : PROGRAM

= A : COMPLETED
BN Return to Proponent: REVIEW
request for edits
i WITHDRAWN | l

Proponent Proponent obtains Proponent applies for permit
implements project permit with the permitting agency/ies

Figure 2. Overview of the sage grouse consultation process and eventual permitting process with
state or federal agencies, respectively. Developer activities are shown under Proponent in the
yellow box, and Program / MSGOT activities are shown in the green box. Project permitting and
implementation activities occurring after consultation is completed are outside the blue box and
outside the scope of the Program and MSGOT.
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Project Review Life Cycle in the Web Application

The Program’s strives to review proposed development projects in a timely, efficient manner. In
doing so, the Program facilitates the State permitting process to move development projects
forward to implementation.

Project proponents initiate the consultation process by providing information through the
Program’s website. This creates an orderly, consistent way for the Program to receive and process
requests. Information provided to the Program is kept secure and is not sold or disseminated. Each
submission is assigned a unique identification number that is used to track the project. The project
proponent receives automated emails verifying that the information was received by the Program,
if the project has been returned, and when the review has been completed.

If the proposed activity is not in designated habitat, the website notifies the proponent immediately
and refers the proponent directly to the permitting agency. Proponents are also able to make the
determination themselves by looking at the map provided on the website.

Once a developer logs into the website and initiates the consultation process, the project advances
through individual stages of review (Figure 3). When a developer starts a new project, it is in the
Draft stage. The Draft phase, provides developers with opportunities to proactively design and site
projects to avoid designated habitat altogether when possible, avoid sensitive areas near leks, and
consider other ways to minimize impacts. Once started, projects are saved in the Draft stage, and
Developers can access and work on their projects anytime. Only the developer can see the
information. The time (days) in Draft is not part of the Program’s workflow since it has not been
officially submitted yet.

When the developer is ready to submit the project and does so, the project advances to the Due
Diligence stage. The Program’s review clock then officially starts. If a reviewer determines that
information needed to complete the review is missing, they will Return it to the developer to add
the necessary information. The Program’s review clock stops until the updated project is
resubmitted. Once the project is resubmitted, the project is in the Due Diligence stage again. The
clock starts again. The Program once again starts reviewing the project.

When Program staff have completed all the technical work and coordination with developers, staff
move the project to Final Review. Here, the staff and Program Manager review all the technical
work, conclusions, and recommendations. Errors or omissions can be addressed at this time, if any.
Once the Program Manager gives final approval, the project advances to Completed Review.

Completed Review signifies the completion of the Program’s consultation review under EO 12-2015.
Program staff upload final consultation documents to a developer’s project folder on the Program’s
web application. Developers can access the final documentation from the web application and
download documents, as desired. The project and all its related documentation is stored securely
in the database and can be accessed at a future date, if needed. The review process is then finished,
and the project review life cycle is completed.

Once a developer accesses their final documentation from the Program’s web application, they can
initiate the permit application process with the respective permitting agencies. Occasionally,
permit agencies refer permit applicants back to the Program if the project details reviewed by the
Program are different than what a developer described in their permit application. It has also been
the case that developers make their own changes to projects. Developers can, at any time, re-



19

engage the Program by logging back onto the web application and re-submitting the project into the
Due Diligence stage.

Proponents are also able to withdraw their own projects at any time and for any reason (e.g.
changed their mind). Proponents do not have to provide advanced notice or provide a reason for
withdrawing their own projects. This has the effect of removing their project from the Program’s
review process and active workload. The Program may not withdraw a project on a proponent’s
behalf. Withdrawing of a project by a proponent does not signify a denial of consultation review or
arejection of the project by the Program. It simply means that a proponent has taken the step with
withdraw a request for consultation on their own initiative. The choice to withdraw a project is not
reflected in Figure 3 because, once withdrawn, a proposed development project is not actively
worked on by the Program. The project remains in the Withdrawn category. However, a proponent
can re-active a withdrawn project at any time, again, of their own accord.

Project Life Cycle
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Project
Draft Started

Due 0
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Final Finalized

Review
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Completed Completed
: ; Review
Review i i i i

1 ® 2 * 3 & 4 ® 5 @ 6 ® 7

Example of Days in Review

Figure 3. Process flowchart for the SG 2.0 web application, with an example illustrating how days
in review are counted for a project that took seven days between when it was first submitted, and a
consultation letter was completed and sent to the developer. The project would be considered
“under review by the Program” for a total of five review days (i.e. Due Diligence stage for the
second, fourth and fifth day, Final Review on the sixth day, and Completed Review on the seventh

day).
Project Type Categories and Disturbance Types

Every development project submitted to the Program is described first as a Project Type, and then
further defined by the individual disturbances (i.e. Disturbance Types) associated with that project.
The Project Type category describes the primary purpose of the project. The Disturbance Types
reflect the new individual disturbance features that are typically associated with the Project Type.
For example, Project Type Energy-Wind entails construction of a new wind facility and individual



disturbances necessary to construct a new wind facility may include turbines, new roads, new
electrical lines, and a new substation (individual Disturbance Types). See Table 1 for a list of
Project and Disturbance Types.

Table 1. List of Project Types and their associated Disturbance Types available to proponents
through the SG 2.0 website.
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Project Type
Apgriculture - Land
Agriculture - Water

Energy - Geothermal

Energy -
Hydroelectric

Energy - Nuclear
Energy - Oil Shale
Energy - QiliGas
Energy - Solar
Energy - Tar Sands
Energy - Wind
Forestry

Habitat Ti

Associated Disturbance Types
Building, Crop, Fence, Grazing, Livestock Area, Other, Power Line, Road, Unknown Polygon
Building, Irrigatien, Other, Pipeline, Power Line, Stock Pond, Stock Tank, Walter Diversion, Water Well, Unknown Pelygon
Building, Fence. Gathering Substation, Other, Pipeline, Power Line, Power Plant, Road, Storage Yard, Trench, Well, Unknown Polygon
Building. Fence, Maintenance Activities, Other, Pipeline, Pond, Power Line, Power Plant, Road, Spillway, Storage Yard, Substation, Trench, Unknown Polygon
Building. Fence. Cther, Pipeline, Pond, Power Line, Power Plant, Road, Storage Yard, Substation, Trench, Unknown Polygon

Building, Fence, Open Pit, Other, Pipeline, Pond, Power Line, Processing Facility, Railroad, Road, Wel Pad, Unknown Polygon

Building, Ceniral Battery System, Collection Facility, Compressor, Fence, Gas/Oil Well, Maintenance Activities, Ciher, Pipeline,
Plug and Abandon, Pond, Power Line, Power Plant, Railroad, Road, Storage Yard, Temperary Abandonment, Well Pad, Unknown Polygon

Building, Fence, Field, Other, Pipeline, Power Line, Power Plant, Road, Substation, Unknown Polygon
Building. Fence. Gravel Fit, Other, Pipeline, Pond, Power Line, Processing Facility, Railroad, Read, Storage Tank, Unknown Polygon
Building. Fence, Other, Pipeline, Power Line, Power Plant, Road, Storage Yard. Substation, Trench, Wind Turbine, Unknown Polygon

Cther, Timber Harvest, Unknown Palygon

Infrastructure -
Communication
Infrastructure -
Industrial’Commercial
Infrastructure -
Military
Infrastructure -
Pipaline (Major)
Infrastructure -
Recreation
Infrastructure -
Residential
Infrastructure -
Transmission Line
Infrastructure -
Transportation

Mining

Fire, ical, Other, ion, Unknown Polygon

Building. Cable, Fence, Other, Power Line, Road, Storage Yard, Tower, Unknown Polygen

Building. Gravel Pit, Cther, Parking Area, Pipeline, Pond, Power Line, Road, Storage Yard, Unknown Palygon

Base, Building, Other, Parking Area, Pipeline, Fower Line, Range, Road, Storage Yard, Unknown Polygon

Building. Compressor, Fence, Other, Figging Facility / Launcher, Pipeline, Pond, Power Line, Road, Storage Yard. Trench, Unknown Polygon

Building. Motorized/OHY Read, Motorized'OHV Trail, Other, Parking Area, Pipeline, Power Line, Unknown Polygon

Building. Cther, Park, Parking Area, Pipeline, Pond, Power Line, Road, Seplic System, Subdivision Area, Water Storage, Water Well, Unknown Polygon

Fence, Other, Power Line, Road, Storage Yard, Substation, Tower, Unknown Polygon

Airport Radio Tower, Airport Runway, Bomow Fit, Bridge, Building, Culvert, Interstate Highway, Other, Parking Area, Pipeline, Railroad Mainline, Railroad Spur, Road,
Sterage Yard, Unknown Polygon

Building. Core Hole, Fence, Gravel Fit, Mine, Monitoring Well, Cther, Pipeline, Pond, Power Line, Power Plant, Railroad, Road, Shaft, Storage Yard, Stormwater Discharge Outlet Pipe,

Trench, Waste Rock / Tailings f Overburden, Water Well, Unknown Polygon

The SG 2.0 website and associated database provides interactive user tools, conducts automated

SUMMARY OF 2020 CONSULTATION ACTIVITIES

analyses, and serves as a repository for sage grouse consultation review information. These three
main functions yield the secured data the Program uses to create this report. These data were
analyzed to create two unique summaries:

1. general metrics about the Program’s consultation activities; and

2. specific metrics about development projects attaining Completed Review status by
December 31, 2020.

General metrics about the Program’s consultation activities provide insights into the consultation
review process itself, Program performance metrics, and where development projects are being

proposed. Specific metrics s about projects in Completed Review provide insights into what kinds of
future development may occur and where in designated sage grouse habitat. For this annual

report, the Program has filtered data to maintain consistency and replicability and reports 2020

data only.
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[t is critical to note that the data included in this report are strictly for proposed projects, not
implemented projects. Itis likely that many of the projects reviewed are implemented within a
short time frame of completing the consultation process. However, there are no existing
mechanisms in place for the Program to monitor implementation status of the reviewed proposed
projects, as permit issuance and project implementation occur completely outside of the
established review process (Figure 2).

This disparity in time introduces unique nuances to data presentation in this report, where the data
for such proposed projects may serve as an index for future disturbance on the landscape in sage
grouse habitat. Reported data for proposed projects should not be understood as disturbance
currently on the landscape.

Data Preparation Methods

Information reported below on the general metrics of consultation and Program performance and
on specific project metrics are derived using the SG2.0 database. Specific SQL queries will either
include or filter out specific data or projects according to the metric of interest.

As shown in Figure 3 above, every development submitted through the web application follows a
common workflow, beginning with Draft. Draft is a stage that is a virtual sandbox for project
proponents who have not formally submitted their project for review. While the information is
stored in the SG 2.0 database, the Program does not report on such projects and associated
activities because the formal review process has not been initiated by the project proponent at this
point. Therefore, projects still in the Draft stage are filtered out.

The review stages that are included in the dataset are Due Diligence, Final Review, Completed
Review, Returned, and Withdrawn (Figure 3). The web application tracks the date/time stamp of
when a project transitions from one review stage to the next. Program performance metrics are
based on calculating the number of days a project spends in each review stage using these
date/time stamps.

Other filters that were used restricted projects to ranges of submission dates (Due Diligence) and
completion dates (Completed Review). This allowed for the identification of projects that were
being actively reviewed (Due Diligence, Final Review) during 2020. This includes projects that were
submitted in 2018 or 2019 and completed in 2020 as well as projects that were still being reviewed
at the end of 2020.

Lastly, as shown in Table 1, each major project type may have more than one individual disturbance
associated with it. Specific metrics about Project Types and their associated disturbances are based
on projects which attained a Completed Review stage, meaning the Program completed its work and
provided written documentation to proponents.

General Metrics: Consultations and Program Performance

The Program received 275 requests for consultation review of development projects proposed in
designated sage grouse habitat requiring sage grouse consultation in 2020 (Figure 4). For four
projects, Program review was initiated in 2018 but not completed until 2020. For 21 projects,
Program review was initiated in 2019 but not completed until 2020, resulting in a total of 300
projects requiring sage grouse consultation in 2020. The longer review timeframes for these 25
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projects were due to either (1) the Program did not have enough information to complete the
review, (2) project activities were put on hold for various reasons, or (3) extenuating circumstances
such as the need for MSGOT review, uncertain timeframes etc.

Of the 300 projects the Program worked on in 2020, the Program completed sage grouse reviews
for 205 projects (68%). Of the remaining 95 projects, the Program continued sage grouse reviews
for 75 proposed projects into 2021. Additional information necessary to complete reviews on 44 of
the 75 (59%) projects had been requested from the developer but had not been received by the
Program as of December 31, 2020, so the Program could not complete the review during the
calendar year. The Program had all necessary information for the remaining 31 projects, but work
carried forward into 2021 because these projects were either submitted late in 2020 or were
larger/more complicated projects which require more time and collaboration with the developer.

At the close of 2020, the Program was actively reviewing (e.g. Due Diligence or Final Review) 31 of
the 75 proposed projects and was waiting for additional information necessary to complete the

review from project proponents for the remaining 44 proposed projects.

Lastly, 20 proposed projects were withdrawn from the Program’s web application and
subsequently from the sage grouse consultation review process by the developer.

Number of Projects in Each Review Stage At End of 2020
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Figure 4. In 2020, the Program received a total of 275 new requests to review proposed
development projects, and continued review on an additional 25 projects from 2018 and 2019. As
of December 31, 2020, the Program completed reviews for 205 projects with the remaining 95
projects in either Due Diligence (Program is still reviewing the project), Returned (developer is
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gathering the additional information need for the Program to complete a review), Withdrawn
(developer has withdrawn the project of their own accord and for their own reasons), or Final
Review (Program is undertaking the final quality control / quality assurance steps).

Project Review Status by EO Designated Habitat

Of the 300 projects reviewed by the Program in 2020, 71% were in General Habitat (n = 213
projects), 28% were in a Core Area (n = 85 projects), and <1% were in a Connectivity Area (n =2
projects). See Figure 5. Of the 213 proposed projects located in General Habitat, the Program
completed review for 70% of the projects by the end of 2020 (n = 150 projects). For the remaining
63 proposed projects, the Program was actively reviewing (i.e. Due Diligence) 20 projects (9%), was
waiting for additional information necessary to complete the review from proponents for 31
projects (15%), and 12 projects were withdrawn from Program’s web application by the proponent
(6%) by the close of 2020.

Of the 85 proposed projects located in a Core Area, the Program completed reviews for 64% (n = 54
projects) by the end of 2020. For the remaining 33 proposed projects, the Program was actively
reviewing ten projects (12%), was waiting for additional information necessary to complete the
review from proponents for 13 projects (15%), and 8 projects were withdrawn from the Program’s
web application by the proponent (9%).

Of the two proposed projects located in a Connectivity Area, the Program completed the review for
one of the projects and was actively reviewing the other project at the end of 2020.
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Figure 5. Of the 300 projects reviewed by the Program in 2020, 213 projects were located in
General Habitat, 85 projects were located in a Core Area, and two projects were located in a
Connectivity Area.

Efficiency of the Program Review Process

The Program tracks the review time for each proposed project once submitted to the Program for
review (i.e. Due Diligence). For purposes of this report, the Active Review Time for a given
proposed project is composed of the number of days the project spends in Due Diligence and Final
Review with the clock stopping once the project transitions to Completed Review. Some proposed
projects enter the Returned Stage, allowing Proponents to submit additional information about
their proposed project deemed necessary for the Program to complete the review. The Program
tracks the time spent in the Returned stage separately from the Active Review Time.

Of the 300 total projects reviewed by the Program in 2020, 205 projects reached the Completed
Review stage by December 31, 2020. Of the 205 projects that reached Completed Review, 17%
(n=36) were reviewed within five active review days and 51% (n=105) were reviewed within 15
active review days. Ninety-two percent (n = 188) were reviewed within 42 active review days (6
weeks) (Figure 6). Overall, of the 54 projects located in a Core Area with completed reviews in
2020, 87% (n = 47 projects) reached Completed Review within 42 active review days. This
percentage increased slightly for projects located in General Habitat with completed reviews in
2020 (n =150 projects) to 93% (n = 140 projects) of projects being completed within 42 active
review days. There was one project located in a Connectivity Area that reached the Completed
Review stage in 2020. This review was completed in one day.
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The Program works in close coordination with proponents through the consultation process for
each project review. The Program can request additional information from proponents using a
project review stage called “Returned”. By returning the project, the proponent can add or submit
additional information or clarify any questions the Program may have relevant to complete the
assessments of any impacts from the project on sage grouse habitat. The total number of review
days (i.e. days in Active Review + days in Returned status) across all projects with completed
reviews during 2020 was 5,573 days. Of the 5,573 review days in 2020, 27% (n = 1,522 days) of
the total review days were spent in the Returned status, allowing proponents to address any
Program questions or submit additional information (Figure 7).
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Figure 6. The number of projects that reached Completed Review that either were submitted to the
Program for review in 2020 (n=180) or for which review carried over from 2018 or 2019 to 2020
(n=25) in all Designated Sage Grouse Habitat (Connectivity Area = black, Core Area = dark gray,
General Habitat = light gray) according to the number of days those projects spent in Active Review
status (i.e. Due Diligence). The Program completed reviews for a total of 205 projects in 2020. Of
these, 17% (n=36) were reviewed within five active review days and 51% (n=105) were reviewed
within 15 active review days. Of the 205 projects for which the Program completed reviews in
2020, approximately 92% (n=188) were reviewed within 42 active review days of being submitted
by the proponent to the Program for review.
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Figure 7. The total number of review days (i.e. days in Active Review + days in Returned status)
across all projects that reached Completed Review in 2020 was 5,573 days, with 1,522 days spent in
the Returned status (light gray) allowing proponents to address any Program questions or submit
additional information.

Specific Metrics: Development Projects Reviewed in 2020

This section presents a more detailed consideration of projects for which reviews were completed
in 2020. This enables consideration of development that is likely to occur within designated habitat
at some point in the future.

The following discussion focuses on specific categories of Project Types and their associated
disturbance activities (i.e. Disturbance Types) as submitted by proponents through the web
application for Program review (see Table 1 above). All the projects reported in this section
attained Completed Review status and received written documentation from the Program by the end
0f 2020. It may include projects that were originally submitted for review in calendar year 2018 or
2019 and carried forward into 2020.

Project Information by Project Type

The Project Types explicitly discussed in this section represent some of the most common Project
Types for which the Program conducts sage grouse consultation reviews. These Project Types
include three proposed Agriculture — Land projects, 43 proposed Agriculture - Water projects, 22
proposed Energy - Oil/Gas projects, 19 proposed Infrastructure - Communication projects, 15
proposed Infrastructure - Industrial/Commercial projects, five proposed Infrastructure - Pipeline
(Major) projects, 11 proposed Infrastructure - Transmission Line projects, 16 proposed
Infrastructure - Transportation projects, and 22 proposed Mining projects (Figure 8). A total of 39
proposed Residential projects were also submitted for review.
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Completed Projects By Project Type
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Figure 8. The number of all Projects for which the Program completed reviews in 2020, broken out
by the Project Type selected by project proponents (n=205).

Agriculture (Land & Water) Projects

During 2020, the Program completed reviews for 46 proposed Agriculture Projects, including three
Agriculture - Land Projects and 43 Agriculture - Water Projects. All three Agriculture - Land
Projects were located in General Habitat. Whereas, approximately 65% of proposed Agriculture -
Water Projects were located in General Habitat (n = 28 projects) and 35% were located in a Core
Area (n = 15 projects). Overall, the majority of Agriculture Projects were located in General Habitat,
thereby avoiding some of the highest quality habitat in Core Areas.

Agriculture Projects may encompass a variety of proposed infrastructure and/or activities
necessary for project implementation. Some common infrastructure associated with Agriculture -
Land Projects may include Crops, Grazing, Livestock Areas, Roads, Buildings, Power Lines, and
Fences. Most of the proposed Agriculture - Land Projects included Crops and Roads (Table 2).
Some common infrastructure associated with Agriculture - Water Projects may include Irrigation,
Stock Ponds, Stock Tanks, Pipelines, Water Diversions, Water Wells, Power Lines, and Buildings.
Most of the proposed Agriculture — Water Projects included Pipelines (e.g. water pipelines),
Irrigation, and Stock Ponds.
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Table 2. The Program completed a review for a total of 46 proposed Agriculture projects in 2020.
Three of which were Agriculture - Land projects and 43 of which were Agriculture - Water
projects. Of the three proposed Agriculture - all were located in General Habitat. Of the 43
proposed Agriculture - Water projects, 28 were located in General Habitat and 15 were located in a
Core Area. Of the 46 proposed Agriculture projects, each project contained various proposed
disturbances necessary to implement the proposed Agriculture project. Most of the Agriculture -
Land Projects proposed activities involving roads (97% of disturbances), as well as 4 activities
involving crops (3% of disturbances). The majority of proposed Agriculture - Water Projects
involved water pipelines (42% of disturbances) and stock tanks (33% of disturbances).

EO Designated Sage Grouse Habitat Classification

Number of Disturbances Associated

with Agriculture Projects Core Area Gene.ral Connectivity All Habitat
Habitat Area

Agriculture - Land
Crops 0 4 0 4
Roads 0 128 0 128

Agriculture - Water
Irrigation 0 15 0 15
Pipeline (e.g. water pipeline) 46 22 0 68
Power Line 0 1 0 1
Stock Pond 9 4 0 13
Stock Tank 40 13 0 53
Water Diversion 0 7 0 7
Water Well 3 1 0 4

Energy - Oil/Gas Projects

During 2020, the Program completed reviews for 22 proposed Energy - Oil/Gas Projects.
Approximately 45% of the proposed 0il/Gas Projects were located in a Core Area (n = 10 projects)
and 55% were located in General Habitat (n = 12 projects). Therefore, of the Oil/Gas Projects
proposed in sage grouse habitat, they were closely split between both a Core Area and General
Habitat.

0il/Gas Projects may encompass a variety of proposed infrastructure and activities necessary for
project implementation. Associated infrastructure may include Gas/0il Wells, Well Pads,
Temporary Abandonment, Plug and Abandon, Roads, Storage Yards, Fences, Ponds, Pipelines,
Power Lines, Maintenance Activities, Buildings, Compressors, or Collection Facilities (Table 3).
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Table 3. The Program completed a review for a total of 22 proposed Energy - Oil/Gas Projects in
2020. Of these, 10 were located in a Core Area and 12 were located in General Habitat. Some of
those 22 proposed Energy - Oil/Gas Projects contained various individual disturbances necessary
to implement the proposed 0il/Gas Project. Most Oil/Gas Projects proposed various Gas/Qil Wells
(25% of disturbances) or Pipelines (37% of disturbances).

EO Designated Sage Grouse Habitat Classification

Number of Disturbances Associated

. . . General Connectivit .
with Energy - Oil/Gas Projects* Core Area Habitat Area Y All Habitat
Building 1 0 0 1
Central Battery System 2 0 0 2
Gas/0il Well 9 12 0 21
Pipeline 27 4 0 31
Plug and Abandon 0 3 0 3
Power Line 4 0 0 4
Road 5 8 0 13
Well Pad 5 4 0 9

Infrastructure - Communication Projects

During 2020, the Program completed reviews for 19 proposed Infrastructure - Communication
Projects. Only one of the proposed Communication Projects was located in a Core Area (5%) and
approximately 95% were located in General Habitat (n=18). Communication Projects may
encompass a variety of proposed infrastructure necessary for project implementation. Associated
infrastructure may include Towers, Cables, access Roads, Fences, Buildings, Power Lines, and
Storage Yards.

Communication Projects vary greatly with their long-term and indirect impacts to sage grouse
habitat. While Fiber Optic Cables may be buried and remain underground for many years, their
aboveground disturbance is short-term. In this aspect, Communication Projects proposing to bury
Fiber Optic Cables (or other types of utilities) decrease the potential indirect impact by shortening
or eliminating any long-term aboveground disturbance. However, Tall Structures present a very
unique set of long-term direct and indirect impacts on sage grouse habitat. While they occupy a
relatively small physical space on the ground, they provide long-term direct and indirect impacts
due to their height and persistence on the landscape (Table 4).
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Table 4. The Program completed a review for a total of 19 proposed Infrastructure -
Communication Projects in 2020. Of these, one was located in a Core Area and 18 were located in
General Habitat. Each of the 19 projects proposed the installation of fiber optic cables as their only
disturbance. Although other associated infrastructure could include Fences, access Roads, and
Towers, these disturbance types were not included in any Communication Projects reviewed in
2020.

EO Designated Sage Grouse Habitat Classification

Number of Disturbances Associated

with Communication Projects* Core Area Gen.eral Connectivity All Habitat
Habitat Area
Fiber Optic Cables 2 217 0 219

Infrastructure - Industrial/Commercial Projects

During 2020, the Program completed reviews for 15 proposed Infrastructure -
Industrial/Commercial Projects. One of the proposed Industrial/Commercial Projects was located
in a Core Area (7%), one was located in a Connectivity Area (7%), and approximately 86% were
located in General Habitat (n = 13 projects). Therefore, of the Industrial/Commercial Projects
proposed in sage grouse habitat, most were located in General Habitat, thereby avoiding some of
the highest quality sage grouse habitat in Core Areas.

Industrial/Commercial Projects may encompass a variety of proposed infrastructure and activities
necessary for project implementation. Associated infrastructure for Industrial/Commercial
Projects may include Buildings, Gravel Pits, Parking Areas, Pipelines, Ponds, Power Lines, Roads,
and Storage Yards. The majority of the proposed Industrial/Commercial Projects included
construction of or activities involving Pipelines, Buildings, Roads, Ponds, and Storage Yards.
Occasional infrastructure included Parking Areas, Power Lines, and Gravel Pits (Table 5).

Table 5. The Program completed a review for a total of 15 proposed Infrastructure -
Industrial/Commercial Projects in 2020. Of these, one was located in a Core Area, one was located
in a Connectivity Area, and 13 were located in General Habitat. Many of these 15 proposed
Infrastructure - Industrial/Commercial Projects contained various proposed individual
disturbances necessary to implement the Industrial/Commercial Project. Most
Industrial/Commercial Projects proposed construction of Pipelines (34% of disturbances) and
Buildings (19% of disturbances).

Number of Disturbances Associated EO Designated Sage Grouse Habitat Classification

with Infrastructure - Core Area General Connectivity All Habitat
Industrial/Commercial Projects* Habitat Area

Building 0 13 0 13

Gravel Pit 1 1 0 2

Parking Area 0 0 4

Pipeline 0 23 0 23

Pond 0 3 4 7

Power Line 0 3 0 3

Road 0 9 0 9

Storage Yard 0 5 1 6
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Infrastructure - Pipeline (Major) Projects

During 2020, the Program completed reviews for five proposed Infrastructure - Pipeline (Major)
Projects. Four of the proposed Pipeline (Major) Projects were located in General Habitat (80%) and
one was located in a Core Area (20%). Pipeline (Major) Projects may encompass a variety of
proposed infrastructure necessary for project implementation. Associated infrastructure, in
addition to Pipelines, may include Buildings, Compressors, Fences, Pigging Facilities / Launchers,
Ponds, Power Lines, Roads, Storage Yards, and Trenches. The majority of the proposed Pipeline
(Major) Projects included construction or maintenance of a Pipeline and the use of Storage Yards.
Projects also contained ancillary infrastructure, including Buildings, Compressors, Roads, and
Trenches.

Provided that a pipeline is buried and can remain underground for the life of the project after initial
construction and installation, the aboveground disturbance of Pipeline (Major) Projects is relatively
short-term. In this aspect, Pipeline (Major) Projects proposing to bury a pipeline, decrease the
direct impact and indirect impact by shortening the duration or eliminating any long-term
aboveground disturbance structures (Table 6).

Table 6. The Program completed a review for a total of five proposed Infrastructure - Pipeline
(Major) Projects in 2020. Of these, four were located in General Habitat and one was located in a
Core Area. Many of the four proposed Infrastructure - Pipeline (Major) Projects contained various
proposed disturbances necessary to implement the Pipeline (Major) Project. In addition to the
majority of Pipeline (Major) projects proposing installation of pipelines (30% of disturbances) and
storage yards (30% of disturbances), associated infrastructure often included Buildings,
Compressor stations, and Trenches.

Number of Disturbances Associated EO Designated Sage Grouse Habitat Classification

with Infrastructure - Pipeline General Connectivit .
(Major) Projects* Core Area Habitat Area 7 Al Habitat
Building 0 1 0 1
Compressor 0 1 0 1

Pipeline 1 2 0 3

Road 0 1 0 1

Storage Yard 3 0 0 3

Trench 0 1 0 1

Infrastructure - Transmission Line Projects

During 2020, the Program completed reviews for 11 proposed Infrastructure - Transmission Line
Projects. Approximately 36% of the proposed Transmission Line Projects were located in a Core
Are (n = 4 projects) and approximately 65% were located in General Habitat (n = 7). Transmission
Line Projects may encompass a variety of proposed infrastructure necessary for project
implementation. Associated infrastructure, in addition to Power Lines, may include Fences, Roads,
Storage Yards, Substations, and Towers.

Transmission Line Projects may contain Power Lines that can be aboveground or buried depending
on a variety of factors as determined by the project proponents. While the duration for the buried
Power Lines may also be > 25 years, by burying the Power Lines, proponents effectively and
substantially decrease the surface disturbance duration from permanent (e.g. above ground lines
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lasting > 25 years) to the year of construction and installation of the buried Power Lines. In this
respect, Transmission Line Projects proposing to bury Power Lines, decrease the direct impact and
indirect impact by shortening the duration of or eliminating any long-term aboveground
infrastructure (Table 7).

Table 7. The Program completed a review for a total of 11 proposed Infrastructure - Transmission
Line Projects in 2020. Of these, four were located in a Core Area and seven were located in General
Habitat. The majority of Infrastructure - Transmission Line Projects involved the construction or
maintenance of Power Lines (57% of disturbances). Additional associated infrastructure necessary
to implement the proposed Transmission Line Projects included access Roads, Storage Yards, and
Substations.

Number of Disturbances Associated EO Designated Sage Grouse Habitat Classification

With lnfr.astructure - Transmission Core Area Gen(.eral Connectivity All Habitat
Line Projects* Habitat Area

Power Line 7 9 0 16

Road 0 3 0 3

Storage Yard 2 3 0 5
Substation 1 3 0 4

Infrastructure - Transportation Projects

During 2020, the Program completed reviews for 16 proposed Infrastructure - Transportation
Projects. Approximately 37% of the proposed Transportation Projects were located in a Core Area
(n = 6 projects) and 63% were located in General Habitat (n = 10 projects).

Transportation Projects may encompass a variety of proposed infrastructure and activities
necessary for project implementation. Associated infrastructure may include Airport Radio
Towers, Airport Runways, Borrow Pits, Bridges, Buildings, Culverts, Interstate Highways, Parking
Areas, Pipelines, Railroad Mainlines, Railroad Spurs, Roads, and Storage Yards.

Of the 168 total disturbances associated with Infrastructure — Transportation Projects, 82% (n=138
disturbances) involved the construction of new roads. Additional ancillary disturbances included
Airport Runways, Borrow Pits, Culverts, and Storage Yards (Table 8).

Table 8. The Program completed a review for a total of 16 proposed Infrastructure -
Transportation Projects in 2020. Of these, six were located in a Core Area and 10 were located in
General Habitat. Some of these 16 Infrastructure - Transportation Projects contained various
proposed disturbances necessary to implement the Transportation Project. In addition to the
majority of Transportation Projects proposing construction or maintenance of minor roads (82% of
disturbances), additional project disturbances included Airport Runways, Borrow Pits, Culverts,
and Storage Yards.

Number of Disturbances Associated EO Designated Sage Grouse Habitat Classification

with Infrastructure - General Connectivity )
Transportation Projects™* Core Area Habitat Area All Habitat
Airport Runway 0 6 0 6

Borrow Pit 10 0 0 10
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Culvert 3 4 0 7

Road 21 117 0 138

Storage Yard 0 7 0 7
Mining Projects

During 2020, the Program completed reviews for 22 proposed Mining Projects. Approximately
18% of the proposed Mining Projects were located in a Core Area (n = 4 projects) and 82% were
located in General Habitat (n = 18 projects). Therefore, of the Mining Projects proposed in sage
grouse habitat, most were located in General Habitat, thereby avoiding some of the highest quality
sage grouse habitat in Core Areas.

Mining Projects may encompass a variety of proposed infrastructure necessary for project
implementation. Associated infrastructure for Mining Projects may include Buildings, Core Holes,
Fences, Gravel Pits, Mines, Monitoring Wells, Pipelines, Ponds, Power Lines, Power Plants,
Railroads, Roads, Shafts, Storage Yards, Stormwater Discharge Outlet Pipes, Trenches, Waste Rock /
Tailings / Overburden, and Water Wells. The majority of the proposed Mining Projects included
Core Holes, access Roads, Trenches, and Gravel Pits. Occasional new or existing infrastructure
included Mines and Storage Yards (Table 9).

Table 9. The Program completed a review for a total of 22 proposed Mining Projects in 2020. Of
these, 4 were located in a Core Area and 18 were located in General Habitat. Some of these 22
Mining Projects contained various proposed disturbances necessary to implement the Mining
Project. The majority of Mining Projects proposed construction of a Core Hole, access Roads,
Trenches, or Gravel Pits, with additional infrastructure including Mines and Storage Yards.

Number of Disturbances Associated EO Designated Sage Grouse Habitat Classification

. . . General Connectivit .
with Mining Projects* Core Area Habitat Area Y All Habitat
Core Hole 10 41 0 51
Gravel Pit 1 16 0 17
Mine 1 3 0 4
Road 11 7 0 18
Storage Yard 2 0 0 2
Trench 18 0 0 18

MITIGATION: BALANCING CONSERVATION AND DEVELOPMENT

Introduction and Summary of How the Mitigation Framework was Developed

The Stewardship Act is the second key pillar of Montana’s Sage Grouse Conservation Strategy. The
Montana Legislature found that the Stewardship Act “is in the best interests of Montana’s economy,
the economic stability of school trust lands, and sage grouse conservation and management” and
that compensatory mitigation will also incentivize project developers to undertake voluntary
conservation measures. A stated purpose of the Act is also to “provide competitive grant funding
and establish ongoing free-market mechanisms for voluntary, incentive-based conservation
measures that emphasize maintaining, enhancing, restoring, expanding, and benefitting sage grouse
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habitat and populations on private lands, and public lands as needed.”4 In conjunction with MCA 2-
15-243, the Act charges MSGOT with certain duties. The Act also authorizes MSGOT to adopt
administrative rules to implement the Act’s Stewardship Account grants and compensatory
mitigation.

Two main sections provide for: 1. the Stewardship Account, which is a state special revenue fund to
incentivize habitat conservation primarily on private lands; and 2. that allowing project developers
to provide compensatory mitigation to offset impacts of their development can also incentive
voluntary conservation. Each is discussed in greater detail below.

The goal of Montana’s Greater Sage-Grouse Conservation Strategy is to maintain viable sage grouse
populations and conserve habitat so that Montana maintains flexibility to manage its own lands,
wildlife and economy and so that a listing or designation as a candidate species under the federal
Endangered Species Act is not warranted in the future. This goal is complimentary to goals and
objectives set forth in BLM and USFS land use plans, respectively. Effective mitigation can promote
both rangeland health and responsible economic development.

Implementation of the full mitigation hierarchy (sequence) - avoidance, minimization, reclamation,
and compensation - using a systematic approach is an important facet of Montana’s Conservation
Strategy to address the threat of habitat loss, degradation, and fragmentation while at the same
time allowing development and economic activity in Montana’s sage grouse habitats. Mitigation is
one tool, among many, included in Montana’s conservation toolbox.

The Stewardship Act and EO 12-2015 establish that Montana will observe the mitigation hierarchy
(sequence) with respect to activities subject to agency review, approval, or authorization in
habitats designated as Core Area, General Habitat, or Connectivity Area for sage grouse
conservation. The mitigation sequence applies to all designated habitats, but less rigorous
standards apply to General Habitat and Connectivity Areas. Mitigation is required even if the
adverse impacts to sage grouse are indirect or temporary.

The Act specifically sets forth several key requirements:

1. project developers can offset the loss of resource functions or values at an impact or project
site through compensatory mitigation to incentivize voluntary conservation measures for
sage grouse habitat and populations;

2. ahabitat quantification tool will be designated to evaluate vegetation and environmental
conditions related to the quality and quantity of sage grouse habitat and to calculate the
value of credits and debits when compensatory mitigation is required;

3. there shall be a method to track and maintain the number of credits and debits available
and used; and

4. there shall be a method to administer the review and monitoring of MSGOT funded projects
using the Stewardship Fund. Rulemaking authority was also provided to MSGOT to adopt
administrative rules.

From 2016-2018, Program worked with a large group of diverse stakeholders to develop
approaches to incentivize habitat conservation and proactive planning by landowners and project
developers. A small committee assisted the Program by helping to guide the stakeholder process.
The steering committee was comprised of a representative from Denbury Resources, the Nature

4 See Mont. Code Ann. §§ 76-22-102,111 (2019).
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Conservancy, Willamette Partnership, SWCA Environmental Consultants, and the Program.
Willamette Partnership and SWCA Environmental Consultants have considerable professional
expertise in mitigation systems and further served in the capacity of “professional collaborators.”
Willamette Partnership had the lead role for drafting the policy guidance document based on the
stakeholder discussions, while SWCA Environmental Consultants had the lead role for creating the
conceptual HQT GIS-based model and drafting the HQT manual. The stakeholder process
culminated with the transfer of the draft conceptual HQT model and supporting document to the
State on approximately November 20, 2017. A draft policy guidance document was also transferred
at approximately the same time.

The State then began to develop and write computer code to implement the conceptual model
developed by SWCA and stakeholders, so the conceptual model could be applied to a variety of
project types. The state also conducted a thorough literature review to further define and refine
indirect impact buffers identified by stakeholders and completed test of hypothetical development
projects to correct technical errors or coding bugs.

Stakeholder engagement was significant from 2016 to 2018. Opportunities included multi-day in
person meetings, webinars, conference calls and multiple public comment opportunities on draft
documents, as the documents and HQT were developed and evolved. Appendix B (Montana
Conservation Strategy: 2015-2020 Implementation Chronology) notes key stakeholder
engagement opportunities from September 2016 to December 2018. As importantly, the mitigation
framework appeared on MSGOT’s agenda seven times throughout the development period.
Additionally, independent peer reviews were solicited from 10-12 subject matter experts in
mitigation and sage grouse ecology in the summer of 2018.

Development of an integral component of the mitigation program, the Draft Montana Mitigation
System Habitat Quantification Tool (HQT) Technical Manual for Greater Sage-Grouse, the associated
draft HQT computer-based model, and the Draft Montana Mitigation System Policy Guidance
Document for Greater Sage-Grouse, respectively, were significant outcomes of the stakeholder
process.

The HQT is a GIS-based model that will become the scientific method used to evaluate the
vegetation and environmental conditions related to the quality and quantity of habitat for both
credit and debit projects, as required by the Stewardship Act.> The HQT estimates functional acres
gained as a result of conservation activities, as well as functional acres lost to sage grouse habitat as
aresult of development. The HQT itself is objective and policy neutral. HQT results work in concert
with the Policy Guidance Document.

The Policy Guidance Document outlines the process to develop credits, assess final debit
obligations, and apply the letter and intent of the EO to all applicable activities in sage grouse
habitat. The Policy Guidance Document incorporates key principles universal to all mitigation
programs. The Policy Guidance Document sets forth key provisions that create voluntary
conservation incentives, contains guidance for both credit providers and developers for how
Montana’s mitigation framework will be implemented.

On October 31, 2018, MSGOT approved Program adoption of the October 2018 version 1.0 Policy
Guidance Document and the October 2018 version 1.0 Habitat Quantification Tool Technical
Manual. This approval set in motion the administrative rulemaking process and publication of draft

5 Mont. Code Ann. § 76-22-103(9) (2019).



36

rules for public comment pursuant to the Montana Administrative Procedures Act. Likely because
of the significant public involvement during the 2016-2018 stakeholder process to develop the
mitigation framework and accompanying documents, very little public comment on the proposed
rules was received. On December 31, 2018, MSGOT adopted final administrative rules designated
the HQT and related elements of Montana’s mitigation framework. The rules took effect January 11,
2019. Both mitigation documents and final administrative rules are published on MSGOT’s
webpage.

With the adoption of final rules in December 2018, MSGOT directed the Program to undertake the
necessary steps to implement the mitigation framework. In truth, the Program had already begun
developing standardized, consistent protocols, procedures, and recordkeeping during the second
half of 2018. The Program also started developing the technical requirements for updating the
existing SG2.0 web application to incorporate the mitigation framework and a registry.

In March 2019, the Program released a request for proposals (RFP) to solicit bids from potential
contractors. Several responses were received. Ultimately, Sitka Technologies was selected, and a
contract was executed in June 2019. Because Sitka Technologies had designed and built SG1.0, they
were able to hit the ground running. The Program worked closely with Sitka Technologies
throughout the second half of 2019 to prepare an initial batch of enhancements and improvements
to the existing web application that were released in January 2020. Throughout 2020, Sitka
Technologies and the Program worked intensively on developing and integrating the HQT and
mitigation, Stewardship Account grants, and the registry. This work will continue in to 2021.

Key Elements in Montana’s Mitigation System

Mitigation is one tool, among many, included in Montana’s conservation toolbox. When mitigation
is timely and effective, habitat loss and fragmentation due to development is offset so that the
quantity and quality of habitat for sage grouse is at least maintained. This goal is complimentary to
goals and objectives set forth in BLM and USFS land use plans, respectively.

Montana’s Mitigation System is derived from and informed by both state and federal guidance. This
Mitigation System incentivizes voluntary conservation activity to increase the quantity and quality
of sage grouse habitat while simultaneously incentivizing conservation by project developers
through implementation of the mitigation hierarchy where impacts are offset (Figure 9).
Implementation of the full mitigation hierarchy - avoidance, minimization, reclamation, and
compensation using a systematic approach directly and effectively addresses the threat of habitat
loss, degradation, and fragmentation while at the same time allowing development and economic
activity in Montana’s sage grouse habitats.

A mitigation marketplace provides a platform where conservation actors and developers exchange
credits and debits based on free market principles and in ways that incentive voluntary
conservation. Developers are incentivized to keep mitigation obligations as low as possible, which
is accomplished by thoughtful project siting and implementation to avoid high quality habitats and
steer towards areas of existing surface disturbance, along with implementing the development
project as consistently with EO 12-2015 as possible. Credit providers are incentivized to create the
greatest number of credits possible per physical area for the expenditures incurred, which is
accomplished by focusing their attention on high quality habitats with minimal to no existing
surface disturbance.
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The following sections provide a high-level overview of key elements in Montana’s mitigation
framework. Full details about the elements is available in the MSGOT-approved Habitat
Quantification Tool Technical Manual and the Policy Guidance documents. Data specific to the
following key elements is presented for calendar year 2019 below.

Development
Activity

Mitigation
Market
Place:

incentivize
voluntary

Mitigation Hierarchy: conservation

1. Avoid
2. Minimize

3. Reclaim

— —

4. Compensate
CONSERVATION STRATEGY GOALS:
/ Maintain viable sage grouse populations \

|' and conserve habitat |

\ /
Maintain flexibility to manage our own
lands, our wildlife, and our economy
- -

Conservation
Activity

Figure 9. Montana’s Mitigation System incentivizes voluntary conservation activity to increase the
quantity and quality of sage grouse habitat while simultaneously incentivizing conservation by
project developers through implementation of the mitigation hierarchy where impacts are offset
and by private landowners who can benefit by providing mitigation opportunities to developers. A
mitigation marketplace provides a platform where conservation actors and developers exchange
credits and debits based on free market principles.

The Habitat Quantification Tool: Quantifying Functional Habitat Gains and Losses

The purpose of the HQT is to evaluate vegetation and other environmental conditions related to the
quality and quantity of sage grouse habitat and to quantify and eventually calculate the value of
credits and debits. The HQT considers the biophysical attributes of sage grouse habitats and
existing anthropogenic disturbance to provide an objective measure of habitat function. HQT
calculations are based on data provided to us by developers or their consultants or by those
considering applying for a Stewardship Account Grant or developing credits on their own. As such,
HQT results indicate the number of functional acres lost as a result of a new development project or
gained as a result of habitat enhancement, restoration, or preservation. Habitat function is
quantified using scores ranging in value from 0 (unsuitable) to 100 (optimal). These quantitative
measures of Habitat Function are expressed as functional acres (Raw HQT Score) (Figures 10 and
11).
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These functional acres provide a common “habitat currency” that can be used for both conservation
credit projects and for development projects that create debits, thereby ensuring an accurate
accounting of habitat gains and losses using a consistent unit of measure for each half of the ledger.

The HQT is applied for all debit-producing projects, such as those seeking to undertake a new land
use or activity in sage grouse habitat on state lands and private and federal lands in sage grouse
habitat when that proposed activity receives state funding or is subject to state or federal agency
review, approval, or authorization. The HQT strictly looks at changes in functional habitat
attributed to the direct and indirect impacts of a proposed development project for the length of
time it is on the landscape. Results scale objectively and proportionately to the project type, any
new temporary or permanent features like roads, the project location, the project size, the
underlying habitat quality at the project’s location, and the length of time a project will be on the
landscape. Results reflect changes in habitat quantity and quality for as long as a project is on the
landscape. HQT scores alone help developers locate areas where habitat impacts would be lower
because fewer functional acres would be lost over the life of the project, and because few functional
acres would be lost, mitigation obligations would be lower.

HQT within the Montana Mitigation System

1. Avoid
Development Impacts 2. Minimize
Habitat 3. Restore

{(Functional Acres Lost) 4. Compensate

i Losses
to Measure Functional Acre Gains and

. = GIS Method
Habitat Quantification Tool = Gl
Land Conservation Creates Credits: COHSQ_WatiOH
Stewardship Fund Grants Actions
Private Land Stewardship (Functional Acres Gained)

Public Land Stewardship

(Preservation, Restoration, Enhancement)

Figure 10. The HQT supports Montana’s Mitigation System by providing an objective scientific
method for measuring impacts to habitat from development and improvements to or conservation
of habitat from conservation actions, with an overarching goal of no net loss, net gain preferred.

Executive Order and BLM Land Use Plan Consistency: Policy and Site-Specific Multipliers

To incentivize consistency with the stipulations set forth in Executive Order 12-2015 or special
provisions of federal land use plans, developers are required to obtain additional credits for each
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deviation from these stipulations or federal plan provision, for each deviation project feature, and
for as long as the project feature deviates from Executive Order 12-2015 or federal plans.

Project developers are encouraged to design and site projects to impact the fewest number of
functional acres as possible. Developers can minimize cost and minimize their mitigation
obligations by designing and implementing projects having the lowest HQT scores of all alternatives
considered.

To create those incentives, Montana’s Mitigation System incorporates both policy and site-specific
multipliers. These multipliers are based on the Raw HQT score to incentivize conservation,
consistency with Executive Order 12-2015, and ensure mitigation is timely and effective. Applying
multipliers to the Raw HQT Score provides clear policy signals to incentivize voluntary actions
which conserve habitat and cause the least amount of impact. The total mitigation obligation is
determined after applying these multipliers.

The following policy multipliers are applied, uniquely and as appropriate to each development
project, using a mathematical percentage of the Raw HQT Score:

e Reserve Account: A shared pool of credits to replace credits lost or impaired through
unforeseen events such as wildfire (i.e. unavoidable loss or force majeure or “Acts of God”).
Because this risk is shared among all participants in the Mitigation System, it is applied to
all development projects since the Reserve Account functions as a common insurance pool,
so credits can timely replace lost credits. This helps ensure against the potential failure of
projects due to unavoidable causes and ensures that no single Mitigation System participant
is singularly and overly affected. Twenty percent of the Raw HQT Score is calculated.

e Advanced Payment: Applied if the developer does not want to undertake permittee
responsible mitigation actions of their own accord (permittee-responsible mitigation) and
instead make a contribution to the Stewardship Account. While offering flexibility to the
developer, advance payments transfer the responsibility to secure adequate compensatory
mitigation to the State, through MSGOT and the Program and/or federal agencies. Ten
percent of the total Raw HQT Score (functional acres lost) is calculated and applied to
reflect the direct and indirect impacts for the life of the project. Advance payments are
based on the average cost of credits that would otherwise be required. These funds are
used by MSGOT to then award Stewardship Account grants so grant recipients can
undertake projects to restore, enhance or preserve habitat and offset the impact of that
development project. Thus, the Advanced Payment multiplier incentives developers to
implement their own permittee responsible projects so that mitigation is timely and
implemented prior to implementation, rather than implemented by a successful
Stewardship Account grant applicant at some point in the future.

o Federal Net Gain: Applied to development project that would be implemented in BLM-
designated habitat to ensure BLM is authorizing activities in conformance and consistent
with requirements of the 2015 BLM land use plans or plan amendments. Federal net gain is
calculated as 10% of the Raw HQT Score.

e Site-specific Multipliers: The Mitigation System Policy Guidance v1.0 October 2018 (Policy)
outlines specific multipliers to incentivize consistency with the stipulations set forth in
Executive Order 12-2015. Developers are afforded full discretion to develop and implement
their projects to be consistent with the Order, or not. Consistency with the Executive Order
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is reviewed independently from the HQT. Consistency is incentivized through the absence
of additional multipliers when determining the final mitigation outcome. Stated another
way, lack of consistency with the Order’s stipulations bears additional biological impacts to
sage grouse beyond the HQT habitat information, thereby increasing the mitigation
outcome through additional multipliers, accordingly and proportional to the project’s
deviations from Executive Order 12-2015 and scaled proportionately to the HQT

results. The framework is set up this way intentionally and works to the benefit of
developers. Developers have maximum flexibility to design, construct and implement
projects to avoid as many site-specific deviations from the Order’s stipulations during each
project phase as possible.

Site-specific multipliers are applied for each deviation from the EO-12-2015 stipulations,
thus incentivizing developers to implement their projects as consistently with Executive
Order 12-2015 as possible, particularly the stipulations in Attachment D, or specific federal
land use plan provisions if the project must be located within habitats designated by the
state or federal land management agencies.

Stipulations include limitations on new surface disturbance in Core Areas beyond 5% of the
level of current disturbance, surface occupancy near active leks, noise, time-of-day and
seasonal use near active leks and within breeding, nesting and early brood-rearing habitat,
as well as siting and design requirements for specific project types or surface disturbance
types. Among all the stipulations, limitations on the total surface disturbance within four
miles of active leks, the no-surface-occupancy buffer requirement near active leks, seasonal
restrictions within two miles of active leks during the breeding, nesting, and early-brood
rearing season are particularly critical to meeting the State’s conservation goals to maintain
sage grouse populations according to the scientific literature.

Because consistency with EO 12-2015 may be possible during the construction phase of a
development project but not during the operations phase or vice versa, consistency with EO
12-2015 stipulations is considered for each phase individually. This provides flexibility and
incentives to developers to construct and operate their development projects as
consistently as possible, thereby keeping impacts as low as possible and their ensuing
mitigation obligations as low as possible. Site-specific multipliers for deviations from EO
12-2015 stipulations are calculated as 10% in Core Areas and 5% in General Habitat in
keeping with the fact that Core Areas are Montana’s highest conservation priority areas.

e New Functional Acre Multiplier: Conservation activities that restore or enhance sage
grouse habitat are incentivized by adding an additional 10% to the Raw HQT Score.
Restoration or enhancement projects can create new habitat “uplift” or create new
functional acres for the project area which didn’t exist prior to the restoration or
enhancement activity, which contrasts with preservation of existing habitat. This multiplier
is calculated by adding an additional 10% of the Raw HQT Score.

Debits vs. Credits: What's the Difference?

The Stewardship Act’s mitigation and Stewardship Account provisions work in concert to balance
conservation and development in sage grouse habitats. Credits and debits are units of trade in the
mitigation marketplace. Credits represent the attainment of resource function or habitat through
restoration, enhancement or preservation activities. In contrast, debits represent the loss of
resource function caused by development. Credits and debits are both calculated using the same
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HQT model and the applicable policy multipliers, respectively (Figure 11). The unit of measure is
the same for both debits and credits is the same, and there is a 1:1 correspondence. One credit is
the market unit equivalent of one debit.

In practice, the Program works with developers to determine the final number of debits attributed
to a development project by first applying the HQT using data provided by developers. Then policy
and site-specific modifiers are applied based on information provided about the project to
determine the total number of debits. During the consultation process, the Program provides ideas
for ways to decrease the total number of debits and the developer ultimately decides their own
course of action. Developers have full discretion to decide where and how to obtain an equivalent
number of credits to offset the final number of debits.

Credits may be produced through grant funding provided by the Stewardship Account, developed
under any other MSGOT-approved mechanism (e.g. conservation bank or habitat exchange), or
created and used by project developers conducting their own compensatory mitigation projects to
offset development impacts (i.e. permittee-responsible mitigation).

Developing and selling credits in the Mitigation System is achieved by preserving, restoring, or
enhancing land which increases functional habitat quality or quantity for sage grouse. Developing
credit sites and participation in the Montana Mitigation System is voluntary on the part of private
landowners and Montana State Trust Lands.

Credit Project Specific Functional | ¥ Site = | Raw HQT icy == i
Providers 7 Acres Gained = | Verification = Score 23 Policy Credits

Montana HQT |
Baseline Map

Project .| Project Specific Functional + Site = | RawHQT Policy ==
Developers Acres Lost = | Validation Score Rro icy E5 | Debits

Figure 11. General workflow to determine the number of credits produced by a conservation
project (top row in green) or the number of debits attributed to a development project (bottom row
in tan) over the life of a given project, respectively. The Raw HQT Score is calculated first, and then
applicable multipliers are factored in to determine the final number of credits or debits,
respectively.

Mitigation Options for Developers

Currently, a developer has three mitigation options to obtain an equivalent number of credits to
offset the final number of debits attributed to their project. These three methods, or any
combination of the three, can be used to obtain an equivalent number of credits to offset the debit
impacts attributed to development Projects through Montana’s Mitigation System:

1. Permittee-responsible: Creating credits through habitat preservation, restoration, or
enhancement activities. The developer is responsible for ensuring that compensatory
mitigation activities are completed and successful. The developer works directly with the
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Program but undertakes all mitigation actions, retains liability and responsibility to ensure
offsets are in place for the duration of the permitted activity.

2. Obtain Credits elsewhere: Obtain credits through any other MSGOT-approved mitigation
mechanisms and third-party entities.

3. Make a financial contribution to the Stewardship Account: Transfer responsibility to secure
adequate compensatory mitigation to MSGOT and the Program through future Stewardship

Account grants.

Although the vast majority of developers are likely to choose to make a financial contribution to the
Stewardship Account because of its simplicity and expediency allowing implementation as soon as
the contribution is made, a developer can choose any one of the above options, or any combination,
to offset impacts to sage grouse habitat. Calculations can be made proportional to the option
selected by the developer.

Developers who select the Stewardship Account option are instructed to make the contribution
after obtaining all necessary state and federal permits or authorizations but before implementing
the project.

Service Areas

Developers are to offset their impacts by securing credits from within the same mitigation service
area. There are four Service Areas in the Montana Mitigation System (Figure 12): North Central,
Central, Southeastern, and Southwestern. Service Areas define the landscape scale geographic area
within which an impact at a given location must be mitigated to ensure species-specific habitat
needs are met at ecologically relevant scales. The geographic scale at which impacts are offset by
mitigation has ecological relevance to sage grouse conservation at the landscape scale within
Montana and regionally. Concurrent consideration should also be given to local scales to ensure
that mitigation is spatially relevant and effective for locally impacted leks and sub-populations.
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Figure 12. Montana Mitigation System Service Areas. See Appendix 7.3 of the Montana Mitigation
System Policy Guidance Document v1.0, October 2018 for more specific boundary descriptions.

Development Project Impacts in Sage Grouse Habitats
Introduction and Context

The Stewardship Act, Executive Order 12-2015, and mitigation work in concert to balance the
competing needs of conservation and economic activity/development in designated sage grouse
habitats. All new land uses or activities that are subject to state agency review, approval, or
authorization are required to avoid, minimize, and reclaim impacts to sage grouse habitat, and to
provide compensatory mitigation for any residual effects. The State also provides technical support
to BLM and USFS when those agencies are reviewing permit or authorization requests to use or
develop public lands.

While there are several project types that require consultation and are subject to mitigation,
Executive Order 12-2015 Attachment F provides a list of activities that are exempt from these
requirements under certain circumstances. Additionally, MSGOT may approve exceptions to the
consultation requirements of Executive Order 12-2015 on a case-by-case basis (e.g. activities
requiring permits that would wholly occur within the boundaries of an incorporated municipality).

In addition to the Attachment F and MSGOT-approved exemptions, there are two additional
circumstances where the resulting impact due to the implementation of a development project does
not require mitigation, for one or two reasons. First, there are instances where a developer has
sited a development project so well that the HQT mathematical calculation result is between 0.0
and 1.0. This means that the HQT indicates that no functional acres would be lost due to the
project, no debits accrue, and there is no mitigation obligation. This occurs where projects are sited
within and adjacent to existing surface disturbance where underlying habitat functionality is so low
as to already be zero or very near zero and there is already significant disturbance in the indirect
analysis area. For example, if a new gravel pit is proposed within the boundary of a large existing
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cultivated field, the HQT mathematical result is likely to be zero, meaning there are no direct or
indirect functional acres lost.

Second, there are instances where a development project may produce an HQT result greater than
1.0, but the landscape surrounding the proposed development activity, the project type, the
project’s location, or other facts on the ground indicate that there would be little to no effect on
sage grouse habitat or local populations. In these instances, the Program undertakes a more
thorough review after the initial HQT result is obtained. Program staff consider the project location
and closely examine and consult additional sources of aerial imagery, other GIS data sources, and
may solicit local professional opinions. This more detailed analysis is called a desktop third-level
analysis. This would be undertaken for development projects proposed in areas that are already
highly fragmented and disturbed to the extent that they generally have little to no value to sage
grouse in the first instance. The closest active leks or areas of functional habitat so far away that
imposing a mitigation requirement would not yield any benefit to Montana’s conservation efforts.
Additionally, the project would not impair habitat or birds either directly or indirectly, and no
future mitigation opportunities to preserve, restore, or enhance habitat locally are foregone.
Examples include a new building outside the boundary of an incorporated municipal area but still
within the exurban developed area, commercial timber sales on State Trust Lands at higher
elevations far removed from sagebrush habitat and where the site has historically been managed
for timber production and will be in the foreseeable future, or new utility infrastructure proposed
between the interstate and adjacent railroad corridors, or where this is significant anthropogenic
disturbance or large natural landscape features between the proposed development project and the
closest active leks.

The Program has found that when projects fall into either the first or second set of circumstances, it
is usually because the Program is reviewing projects at the site specific, fine scale whereas habitat
area boundaries were delineated at a broad, more generalized scale. The Program exercises its best
professional judgment, guided by the literature, on a project-by-project basis where the broadly
delineated habitats do not account for finer, localized aspects of a project and/or the physical
attributes or conditions on the ground.

[t is important to note that even when a project falls in to one of the above categories (i.e. exempt,
zero HQT result, or desktop analysis) and no mitigation is required of the developer, surface
disturbance may still occur. Even in these cases, the information and data are still tracked and
reported below.

Lastly, there is uncertainty around when a development project would be implemented in the
future. It is known that developers sometimes delay or cancel projects altogether after the Program
completes a review of the proposal. Therefore, the data presented below represent anticipated and
assumed impacts on the landscape and sage grouse habitat in Montana using the Program’s best
available information. The assumption is made that the project will be implemented because
developers have, of their own accord, initiated the consultation process with the Program. The
Program will endeavor to confirm whether development projects were actually implemented and
anticipates refining the data in future reports.

The sections below summarize functional acres lost as calculated using the HQT, debits accrued
through policy and site-specific multipliers, total debits, methods developers selected to fulfill a
mitigation obligation, and contributions to the Stewardship Account by developers who chose that
option.
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Functional Acres Lost

Functional acres lost is calculated using the HQT. The HQT is based on standardized data and used
to quantify losses of functional habitat using a consistent, quantitative approach. The number of
functional acres lost depends on: (1) the project location; (2) the underlying habitat quality both in
the direct footprint and surrounding area (i.e. direct footprint and indirect impact area); (3) the
project type; (4) the project size; (5) project complexity; (6) whether the project is located on
existing anthropogenic disturbance; and (7) project duration (i.e. how long the project will exist on
the landscape).

Data Preparation to Determine Functional Acres Lost and Sample Sizes

Of the 300 projects the Program reviewed in 2020, 205 projects reached Completed Review status
by December 31, 2020. Of these 205 projects, an HQT calculation was performed for 89 projects.
An HQT calculation was not conducted on the remaining 116 projects (i.e. projects were exempt per
Executive Order 12-2015, grandfathered, residential homes, or projects did not require any
additional surface disturbance).

The data in this section include all Projects for which an HQT calculation was performed in 2020
(n=89) to estimate the total number of functional acres lost. A mitigation obligation may or may
not have been incurred. This is because the project: 1. had an HQT mathematical result of zero
functional acres lost (i.e. zero debits; n=8) or 2. a desktop analysis was conducted (n=14) and no
mitigation was assessed to the developer.

This section includes two projects that entered Due Diligence in 2018 and 16 projects that entered
Due Diligence in 2019 and reached Completed Review in 2020. The remaining seventy-one projects
entered Due Diligence and reached Completed Review in 2020.

This section includes projects having a mathematical HQT result of zero and projects for which a
desktop analysis was undertaken.

Projects that involve building residential homes on lands that were already subdivided at some
point in the past prior to the effective date of EO 12-2015 are not included in this dataset. However,
the data does include projects that involve the new subdivision of larger blocks of land and
subsequent sale of the subdivided lots after the effective date of EO 12-2015.

Special Cases and Status of 2018 Legacy Projects in the Current Reporting Period

Larger, more complicated projects or projects that trigger formal MSGOT review due to potentially
significant impacts or deviations from the requirements of EO 12-2015 pose unique circumstances.
These are summarized below.

Additionally, some legacy projects from 2018 carried forward into 2020, in part because mitigation
for impacts to sage grouse habitat was required by other legal authorities (e.g. mining) or brought
forth voluntarily as MSGOT had already taken executive action to designate the HQT in October
2018 and was already in the rulemaking process, with final rules expected to take effect in January
2019. Data for such projects are also considered uniquely and treated accordingly for this
reporting period, as described more fully below.
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Antelope Creek Dozer Line/Burn: Review for the Antelope Creek Dozer Line Project was initiated
and completed in 2020. The Bureau of Land Management (BLM) submitted this project to address
a two-phase habitat treatment project located on BLM land. Phase one of the project entailed
constructing dozer line as a fire break for phase two of the project, a prescribed burn that would be
implemented by 2022. Phase one involved vegetation removal and surface disturbance. Therefore,
it was reviewed by the Program as a development project. Because the prescribed burn in phase
two will be conducted to reduce the potential of a future crown fire in Ponderosa pine, Rocky
Mountain juniper, and decrease the risk of fire that would spread into adjacent sage brush areas,
the Program agreed to consider this treatment as a credit project, to offset all or a portion of the
debits attributed to phase one. As of December 31, 2020, the mechanism to calculate credits
attributed to removal of encroaching conifer had not been finalized. The analytical approach is
expected to be completed in 2021. Once finalized, the Program will determine the number of
credits produced from phase two of the project. The data for this Project are included in the
following analyses for functional acres lost and debits.

Big Flat 115kV Transmission Line Project: Review for the proposed Big Flat 115kV Transmission
Line Project by the Program was initiated in April 2018. The project is associated with the
proposed Keystone (KXL) Pipeline. The Oversight Team approved a Mitigation Plan for the project
during their December 18, 2018 meeting. The 2018 Mitigation Plan did not commit the project to a
final route or mitigation mechanism. Rather, MSGOT approved the Plan with two route options and
four mitigation options and directed the Program to work with Big Flat Electric Co-Op Inc (BFEC) to
finalize a route and offset impacts through a mitigation method of BFEC’s choosing.

In 2019, BFEC selected Alternative 3 Modified as the final route for the Big Flat 115kV Transmission
Line Project. This route is similar to Alternative 3, as proposed in the 2018 Mitigation Plan, but
includes a small adjustment requested by the BLM to address additional cultural resource concerns.
Big Flat Electric Co-Op Inc. elected to offset their mitigation obligation through a 100% contribution
to the Stewardship Account. However, the state accounted for BFEC’s higher costs of construction
for selecting the Alternative 3 Modified route because it has the least impact on sage grouse and is
most consistent with Montana’s conservation strategy of any of the routes proposed and
considered. Therefore, the contribution amount has been adjusted to incorporate this increased
construction cost. This contribution amount is derived by taking the amount of contribution after
applying the credit discount method and subtracting the increased costs of construction associated
with the selection of this route. The Program completed the review for this Project on January 27,
2020. The project likely has not been implemented as no contribution to the Stewardship Account
has been made as of December 30, 2020. The data for this Project are included in the analyses for
functional acres lost, debits, and Stewardship Account status.

Spring Creek TR1 Revision: The Spring Creek Coal Company LLC (SCC) applied to the Montana
Department of Environmental Quality (DEQ) for the Major Revision TR1 Project at the Spring Creek
Mine (SCM) in November 2013. This is a major revision to SCC’s existing mining permit. The TR1
project will add 977 acres of new disturbance within the existing permit boundary. Executive
Order 12-2015 does not apply because: 1.the mine was originally permitted prior to the effective
date of Executive Order 12-2015; and 2. the new disturbance will occur within the existing defined
project boundary of the previously permitted mine. However, SCC’s requirement to mitigate for
GRSG habitat impacts originates in the Montana Strip and Underground Mine Reclamation Act
(MSUMRA) (Section 82-4- 227(2)(a) and 82-4-231(10)(j), MCA). The Spring Creek Coal Company
LLC has worked to implement the required stipulations; however, the requirement to deposit
compensatory mitigation funds into the Montana Fish, Wildlife & Parks (FWP) Landowner
Incentive Program (LIP) account has not been fulfilled because FWP’s LIP fund no longer exists.



47

In a letter to BLM and FWP, DEQ requested BLM and FWP to: (1) concur with the sage grouse
impact analysis in DEQ’s MEPA review of the TR1 Major Revision proposal; and (2) agree that
DEQ’s mitigation measure satisfies the condition in the HRRP for SCC to provide funds to the now-
defunct LIP program. In BLM and FWP response letters back to DEQ, respectively, each agency
mutually agreed and concurred with DEQ’s mitigation measure and placement of the mitigation
funds in the Stewardship Account.

At the June 9, 2020 MGOT meeting, MSGOT agreed to accept a $107,727 financial contribution to
the Stewardship Account as compensatory mitigation for impacts to sage grouse habitat and target
future Stewardship Account grants in the Southeastern Service Area. The data for this Project are
not included in the analyses for functional acres lost or debits. However, e TR1 Project is included
in the Stewardship Account status data.

Upper Ruby River Road Powerline Reroute: In 2020, NorthWestern Energy submitted a project
that involved the installation of a new, 25kV overhead transmission line in General Habitat. To
offset the mitigation obligation from the construction of this new transmission line, the Program
worked with NorthWestern Energy to develop the Sweetwater Road permittee responsible credit
project. This credit project involved removing an existing 25kV transmission line also located in
General Habitat. This credit project produced enough credits to partially offset the mitigation
obligation from the installation of the new overhead line. A contribution to the Stewardship
Account was utilized to offset the remaining mitigation obligation. Therefore, the mitigation
obligation for this project is hereinafter referred to as a “combination” of methods. The data for
both the development and credit projects are included in the analyses for functional acres (lost and
gained), debits, credits, and Stewardship Account status data.

The status of 2018 legacy projects considered by MSGOT in December 2018 varies considerably.
Some projects moved forward, and mitigation obligations were met. Still other projects have not
yet been implemented as of December 31, 2020 and mitigation is still pending unless the project
was cancelled in 2020 altogether. The status of these projects and how the data were treated
during the current reporting period is shown in Table 10.

Table 10. As of December 31, 2020, the status of 2018 legacy projects considered by MSGOT in
December 2018, and how data for those 2018 legacy projects are treated and reported during the
current 2020 reporting period.

PI\II-:::: Zt Project Status as of December 31, 2020 Trel::)evtvi f;gﬁgg%;?;g:ort
Cloud Peak Program review completed in 2018, but the project has not Anticipated Stewardship
Energy been implemented. Mitigation required by state law Account donation included in
Spring Creek | governing development and permitting of coal projects; data summaries below as
Mine Haul mitigation obligation determined using methods agreed “Due - Proponent Bankrupt”
Road upon, not the HQT. Original project sponsor Cloud Peak

Energy in bankruptcy proceedings and a buy/sell transaction
to sell the mine and transfer state permits from Cloud Peak
Energy to a third party is ongoing. Project not implemented
as of December 31, 2020.
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Pl\ll‘::r(: zt Project Status as of December 31, 2020 TreI:fev(\; li)lf(t):l?s:t;());t;l:z;ort
TransCanada | Project had obtained all state permits and mitigation Because the mitigation was
(TC Energy) parameters identified prior to the effective date of EQ 12- calculated using non-HQT
Keystone XL 2015; mitigation obligation determined using methods methods, this project is
Pipeline previously agreed upon, not the HQT for all state, private, and | omitted from the functional

BLM lands in the project area. MSGOT agreed to accept TC acres and debit summaries;
Energy mitigation funds into the Stewardship Account in Because MSGOT agreed to
December 2018. Federal authorizations still pending. accept the mitigation funds in
Project not implemented as of December 31, 2020. the Stewardship Account, the
data are included in the
Stewardship Account data
summary below and reported
as “Received” below
Denbury Program review completed in 2018. Elected permittee Because the project reached
Resources responsible projects, which were approved by MSGOT and Completed Review status in
Cedar Creek implemented in 2019. Project was completely implemented 2018, data are not included in
Anticline COz | by December 31, 2020. project, debit, or Stewardship
Pipeline Account Summaries below
for 2020.
ONEOK Elk Program review completed in late 2018. Additional project Because the project reached
Creek proposed and reviewed in 2019. Voluntarily agreed upon Completed Review status in
Pipeline mitigation outcomes determined. Voluntary contributions to | 2018, data are not included in
Stewardship Account received in 2018 and 2019 project or debit calculation
($27,978.44). Project was completed implemented by summaries for 2020.
December 31, 2020. However, the 2018 and 2019
mitigation data are included
in the Stewardship Account
data summary below.
American Program review completed in 2018, including determination | Because the project reached
Colloid of mitigation. Project not implemented, as of December 31, Completed Review status in
Company 2020. 2018, data are not included in
Daun West project or debit calculation
Mine summaries for 2020;
mitigation data are included
in Stewardship Account data
summary and reported as
“Due - Reviewer Tracking”
Western Program review completed in 2018, including determination | Because the project reached
Energy of mitigation. Project not implemented as of December 31, Completed Review status in
Rosebud Coal | 2020. 2018, data are not included in
Mine AM5 project or debit calculation

summaries for 2020;
mitigation data are included
in the Stewardship Account
data below and reported as
“Due - Reviewer Tracking”
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Warren Mine
Site

Project . How Project Data are
Name Project Status as of December 31, 2020 Treated in this 2020 Report
American Program review completed in 2018, including mitigation. Because the project reached
Colloid Project not implemented as of December 31, 2019. Completed Review status in
Company 2018, data are not included in

project or debit calculation
summaries for 2020;
mitigation data are included
in Stewardship Account data
summary below and reported
as “Received”

adjacent to the town of Fallon and Interstate 90 and sited
within existing agricultural fields, with most of the project
located outside designated habitat. Program review
completed January 2, 2019.

NorVal Black | Program review completed in 2018; elected permittee- Because the project reached
Coulee responsible mitigation approach that was approved by Completed Review status in
Transmission | MSGOT. Neither the debit or credit projects were 2018, data are not included in
Line implemented as of December 31, 2020. the project and debit
summaries or the
Stewardship Account /
Permittee-responsible data
summary. Project is filtered
out of this report because no
activity was undertaken by
the proponent.
Big Flat Development project associated with KXL pipeline; project Because the Program review
Transmission | and mitigation plan reviewed by MSGOT in December 2018. was completed in 2020, data
Line The Electric Coop and the Program continued working on the | are included in the 2020
project intermittently in 2019 and 2020. The project reached | reporting period and this
the Completed Review stage on January 27, 2020. Projectnot | report. Data included in
implemented as of December 31, 2020. project and debit summaries;
mitigation data are included
in Stewardship Account data
summary below as “Due-
Reviewer Tracking”.
TRECO Fallon | Program review initiated in 2018. During their December 18, | Because the Program review
Transmission | 2018 meeting, MSGOT waived 100% of the debits attributed was completed in 2019, data
Line to this Project because it was largely located within and are not included in the

project and debit summaries.
Because no mitigation was
required by MSGOT, data is
not included in the
Stewardship Account data
summary below.

Revised Mitigation Policy for Trenchless Projects

A modified approach for determining mitigation for buried projects implemented using trenchless
methods was approved by the Oversight Team on June 9, 2020. The modified approach was not
retroactive but was applied to all projects that were either (1) submitted for Program review after
June 9, 2020 (n=7), or (2) submitted for Program review before June 9, 2020 but reached Completed
Review status after June 9, 2020 (n=6).
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Trenchless Projects Completed Prior to June 9, 2020

Between January 1, 2020 and the approval of the modified approach on June 9, 2020, the Program
completed reviews for 10 projects for which the modified approach may have been applicable.
These projects consisted of nine fiber optic projects totaling 548.75 miles and one transmission line
project that involved boring activities only to convert an overhead powerline to a buried powerline.
The disturbance associated with this project was approximately 0.081 acres. Of the 548.75 total
miles associated with these projects, 67% of the segments were replacing existing fiber optic cable
or copper lines (365.80 miles) and 33% of segments involved the installation of new fiber optic
segments where existing infrastructure does not presently occur (182.95 miles).

An HQT calculation was completed for all ten of these projects, resulting in a total of 1,058.52 debits
and a cumulative mitigation obligation of $13,732.32.

Trenchless Projects Completed After June 9, 2020

A total of 13 projects were submitted to the Program and reached Completed Review status after the
approval of the modified approach on June 9, 2020. These projects consisted of 10 fiber optic cable
projects totaling 38.13 miles and three buried transmission line projects totaling 4.48 miles.

Of the 38.13 miles of fiber optic cable installation, 20.01 miles (61%) were segments replacing
existing fiber optic cable or existing copper line and 14.72 miles (39%) were new segments being
installed where no existing fiber optic cable or copper line presently exists. All ten of these fiber
optic cable projects resulted in no mitigation required by the developer due to the implementation
of the Modified Approach. All seven projects are included in the project data but are not included in
the debit and Stewardship Account data.

The three transmission line projects involved the installation of new, buried transmission lines
totaling 4.48 miles. Two of these projects and the majority of the third project resulted in no
mitigation owed by the developer (4.37 miles; 98%). However, a portion of one project did not
meet the modified approach and an HQT was calculated for only this portion (0.11 miles; 2% of the
total 4.48 miles), resulting in a total of 34.03 debits and a mitigation obligation of $436.99.

Oil and Gas Well Dry Hole Refunds

The Oversight Team approved this policy on October 27, 2020. Between October 27, 2020 and
December 31, 2020, no new oil and gas well projects were submitted for review.

Results: Sum of Functional Acres Lost

In 2020, the Program completed reviews for 205 proposed development projects. Of those 205
projects, the Program performed HQT calculations for 89 projects (43%). Of the 89 projects for
which an HQT was calculated, only 67 projects incurred a final mitigation obligation (33%; 67 of
205 projects). The remaining development projects did not trigger a mitigation requirement
(n=138; 67%).



51

Of the 89 projects for which an HQT was calculated, eight projects had a mathematical result of zero
(9%). This means that the project was located within the boundaries of existing disturbance and no
new functional acres would be lost if the project were implemented. A total of 14 projects were
subjected to detailed desktop analysis, which allows the Program to more closely analyze the
potential for functional acres lost give specific facts about the project type and its location. For
these 14 projects, no mitigation was required (16%).

There were a total of 227,527.41 functional acres lost due to the implementation of development
Projects across all Service Areas (n=89 projects). This number takes in to account all development
projects for which an HQT calculation was performed and that reached Completed Review status by
December 31, 2020 (n = 89 projects). This includes 18 projects that initiated consultation in either
2018 (n=2) or 2019 (n=16) but the Program completed its review in 2020. Functional Acre losses
did not accrue for the remaining 116 projects because

Of the 227,527.41 functional acres lost, 33,624.40 were attributed to projects located in a Core Area
(15%) and 193,903.01 were attributed to projects located in General Habitat (85%).

The greatest loss of functional acres in 2020 occurred in the North Central Service Area, totaling
147,879.84 (65%) (Figure 13). Approximately 20% of the total functional acres lost in 2020 were
located in the Southeastern Service Area (45,957.47). The remaining functional acres lost in 2020
were attributed to approximately 11% located in the Central Service Area (25,259.82) and
approximately 4% located in the Southwestern Service Area (8,430.28).

The differences in the number of functional acres lost by Service Area is driven by the size of the
disturbances associated with various project types, rather than the number of projects in each
service area. For example, the North Central Service Area had 25 projects (28%), the Southeastern
Service Area had 22 projects (25%), the Central Service Area had 33 projects (37%), and the
Southwestern Service Area had 9 projects (10%).

The majority of functional acres lost in the North Central Service Area is attributed to one
Transmission Line project with a loss of 146,597.52 functional acres (99%).6 Similarly, the
majority of functional acres lost in the Southeastern Service Area is attributed to three
Transmission Line projects with a loss of 25,526.98 functional acres (56%).7

6 The Big Flat Transmission Line Project is 64.6 mile-long 115kV transmission line located entirely within the
North Central Service Area.

7 Three Transmission Line projects totaling approximately 23 miles of new transmission lines located entirely
within the Southeastern Service Area. Other associated infrastructure included Roads, Substations, and
Storage Yards.
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Functional Acres Lost by Service Area
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Figure 13. Number of functional acres lost by Service Area and EO habitat designation across all
development projects for which an HQT calculation was performed and reached Completed Review
status by December 31, 2020 (n=89).

Policy Multipliers and Site-Specific Multipliers

Multipliers provide clear policy-based incentives to developers to voluntarily implement projects in
a manner and at locations that are consistent with the provisions of Executive Order 12-2015.

More specifically, consistency with the Order conserves habitat, causes the least amount of impact,
and incentivizes project siting, designs, and implementation that results in the fewest number of
functional acres lost as possible.

The total mitigation obligation is determined after applying the following multipliers, as applicable
to each individual development project:

Risk and The Reserve Account Contribution is accounted for through the Reserve Account
multiplier. It is mandatory. Twenty percent of the Raw HQT Score is calculated and added to the
Raw HQT Score. This accounts for the fact that impacts are estimated. The Reserve Account also
functions as a shared insurance pool so that credits may be replaced if credit sites do not produce
as many credits as predicted or credits are lost due to an Act of God, such as a wildfire.
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Advance Payment of 10% is applied to the total Raw HQT Score for direct and indirect impacts for
the life of the project where the proponent will not undertake permittee responsible mitigation and
would make a contribution to the Stewardship Account.

Federal Net Gain of 10% is applied when the project involves a federal nexus. Calculations are
based on only the portion of the project having a federal nexus.

Site-Specific Impacts are addressed through a multiplier of 10% for a Core Area, or 5% for General
Habitat for each aspect of a proposed project that is not consistent with the EO 12-2015
stipulations during either construction or operations phase of a project. These site-specific
multipliers include Density Disturbance Calculation Tool (DDCT), No Surface Occupancy Areas
(NSQ’s), Seasonal Use, Vegetation Removal, and Noise.

The applicability of policy multipliers varies widely from project to project and always discussed
with developers prior to the Program finalizing its review. In some cases, developers voluntarily
modify their projects or how and when their projects are implemented to improve consistency with
EO 12-2015 stipulations and decrease mitigation obligations. Because multipliers are calculated as
a percentage of the Raw HQT Score for the applicable phase of a development project, multipliers
also scale proportionately to the same project factors and details that influence the Raw HQT Score.
Factors include project type, project location, project duration, underlying habitat quality, timing of
implementation, etc. The unit of measure for multipliers is “debits” which are defined as units of
trade representing the loss of resource functions of value at an impact or project site.8

Data Preparation Methods to Determine Debits Related to Policy and Site-Specific Multipliers

The following results are based on 89 development projects for which an HQT calculation was
performed, and the Program completed the review between January 1, 2020 and December 31,
2020. This includes projects for which the mitigation obligation was revised to 0 after a more
thorough desktop analysis.

Policy and Site-Specific multipliers were tallied individually and summed by Service Area. Totals
were also determined at the statewide level.

Results: Debits Associated with Policy and Site-Specific Multipliers

On a statewide basis across all Service Areas, a total of 110,672.36 debits were attributed to the
combination of policy and site-specific multipliers applicable to that particular project (Table 11).
A total of 45,505.48 debits were attributed to the Reserve Account multiplier (Figure 14). A total of
21,446.09 debits were attributed to the Advanced Payment multiplier.

Statewide, approximately 8% of the total multiplier debits were attributed to the BLM RMP
requirement for Net Conservation Gain multiplier (8,826.89 debits of the 110,672.36 total
multiplier debits; 8%).

Of the site-specific multipliers, the Seasonal Use multiplier was the most common deviation of any
stipulation in EO 12-2015. Among all 89 projects in this subset of data, 94% of the total site-specific
multiplier debits (32,760.34 debits) were accrued as a result of project activities being
implemented or constructed and operational on the landscape between March 15 - July 15 within

8 Mont. Code Ann. § 76-22-103(5) (2019).
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specified distances of active sage grouse leks. Eighteen of the 89 projects for which an HQT was
calculated included at least one Seasonal Use multiplier.

Other site-specific deviations from EO 12-2015 stipulations were less common. Deviations from
the NSO, DDCT, and Vegetation Removal stipulations resulted in 118.26, 659.94 and 1,355.36
debits, respectively, approximately 6% of the total site-specific multiplier debits. No projects
included deviations from the Noise, and Oil/Gas 1:640 site-specific multipliers, and thus no debits
accrued for these (Table 11).

Table 11. The number of debits attributed to each of the above policy and site-specific multipliers
for Projects that reached Completed Review status by December 31, 2020.

Service Areas

Multiplier

Central North Central | Southeastern | Southwestern | Statewide
Reserve Account 5,051.96 29,575.97 9,191.49 1,686.06 45,505.48
Advanced 2,525.98 14,787.98 3,289.10 843.03 21,446.09
Payment
Federal Net 484.67 6,757.72 1,574.60 9.90 8,826.89
Conservation Gain
NSO 118.26 0.00 0.00 0.00 118.26
DDCT 195.71 0.00 457.94 6.29 659.94
Seasonal Use 3,719.43 22,060.75 6,954.86 25.29 32,760.34
Vegetation 1,304.20 50.69 0.46 0.00 1,355.36
Removal
Noise 0.00 0.00 0.00 0.00 0.00
0il/Gas 1:640 0.00 0.00 0.00 0.00 0.00
Total Multipliers 13,988.32 | 73,233.12 21,468.46 1,806.73 110,496.63
by Service Area
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Reserve Account Totals by Service Area
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Figure 14. Totals for the Reserve Account Multiplier across all four Service Areas.
Total Debits
Data Preparation Methods for Total Debits

The following results are based on 89 development projects for which an HQT calculation was
performed, and the Program completed the review between January 1, 2020 and December 31,
2020. The total debits data summary reported below includes the debits attributed to projects for
which after a desktop analysis resulted in no mitigation obligation due to facts unique to that
project such as commercial timber projects at higher elevations within General Habitat. The
Program assumes the project was still implemented and some disturbance occurred.

Total debits were summed and reported by Service Area and habitat category. Total debits were
also analyzed and reported according to the major project types listed in Table 1 above. Note that
each project may include one or more of a variety of individual disturbance types.

Results: Total Debits

In 2020, there were a total of 338,199.78 debits created by development projects for which the
Montana Mitigation System was applicable and that reached Completed Review status by December
31,2020 (n=205 projects). This includes two projects that entered Due Diligence in 2018 and
reached Completed Review in 2020 and 16 projects that entered Due Diligence in 2019 and reached
Completed Review in 2020. The total number of debits reflects the total number of functional acres
lost due to development, the degree to which projects were or were not consistent with Executive
Order 12-2015 and adhered to the stipulations, Net Conservation Gain for projects having a BLM
nexus, how the developer decided to fulfill a mitigation obligation, and the Reserve Account
balance.

Of the 205 projects that reached Completed Review by December 31, 2020, only 89 projects were
subject to an HQT calculation. Of these, eight projects had an HQT calculation resulting in a debit
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balance of zero and no mitigation obligation. An HQT calculation was not conducted on the
remaining 116 projects (i.e. projects were exempt per Executive Order 12-2015, grandfathered,
residential homes, or projects did not require any additional surface disturbance).

The total number of debits attributed to projects within in each Service Area was highly variable.
The differences do not correspond with the number of projects located in each Service Area.
Instead, they generally correspond with spatial extent and complexity of the projects located within
each Service Area and the underlying habitat quality where the projects are located. More total
debits would be expected in Service Areas having projects with a larger total impact to the
surrounding habitat and at locations where the underlying habitat quality is higher.

A total 0of 221,112.96 debits were attributed to projects located in the North Central Service Area
(65%; n=25 projects). A total of 67,425.93 debits were attributed to projects located in the
Southeastern Service Area (20%; n=22 projects). A total of 38,660.05 debits were attributed to
projects located in the Central Service Area (12%; n=33). A total of 11,000.84 debits were
attributed to projects located in the Southwestern Service Area (3%; n=9 projects). See Figure 15.

Of the 338,199.78 total debits, 284,035.83 debits were attributed to projects located in General
Habitat (84%) and 54,163.94 debits were attributed to projects located in a Core Area (16%). See
Figure 15.



57

Total Debits

250,000.00
200,000.00
150,000.00 220,408.95
b
0
8 OEO-General Habitat
100,000.00 BEO-Core Area
50,000.00 1482200 38,949.54
704.01 1,222.51
23,761.03 28,476.39
0,00 L
Central North Central Southeastern Southwestern

Service Area

Figure 15. Total number of debits created by Service Area and EO habitat designation for projects
for which an HQT was calculated (n=89), with Completed Review status by December 31, 2020.
Totals reflect the functional acres lost due to the project for its entire duration, along with policy
multipliers for any project-specific deviations from EO stipulations, Reserve Account, and Advanced
Payment (if applicable).

Results: Total Debits Created by Development Project Type

Major project type categories are listed in Table 1 above. Each major project type could have
several different individual disturbance types associated with them. For example, an oil and gas
well could have several different disturbances associated with it, such as the well pad, a new access
road, a collection facility, and a transmission line. Accordingly, the total debits for the project
would be the sum of all debits attributed to each individual disturbance, respectively. The
following summary includes all individual disturbances associated with major project type
categories.

Of the total 338,199.78 debits created statewide in 2020, Transmission Line projects were the main
contributors with approximately 79% of the total debits created attributed to Transmission Line
project types (266,533.40 debits). Oil and Gas projects attributed approximately 9% (31,661.88
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debits) and Transportation projects attributed to approximately 6% (21,961.76 debits). The
remaining 18,042.73 debits were attributed to a variety of other project types, as seen below in
Figure 16.

Debits Created by Project Type
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Figure 16. Debits created by Project Type for projects that were assessed mitigation, with
Completed Review status by December 31, 2020. Transmission Line projects contributed the clear
majority of total debits. This category includes the following disturbance types: power lines (n=6
projects), roads (n=2 projects), storage yards (n=2 projects), and substations (n=4 projects).

Within each individual project type category, the number of total debits accrued can be highly
variable from project to project. This is due to several major factors like: 1. project location -
where the project and all of the individual disturbances are sited (i.e. highly functional generally
pristine habitat vs. low functioning, disturbed habitat; 2. the number of individual new disturbances
necessary to implement the project (i.e. using existing roads vs. building new roads); 3. project size
(i.e.larger direct footprint vs. smaller direct footprint); 4. Project duration; 5. Whether disturbances
are above or below ground; and 6. when and how the project is implemented and consistency with
Executive Order 12-2015 provisions. Other minor factors include whether the developer chose
permittee-responsible mitigation or made a contribution to the Stewardship Account.

For each major project type category, the total debits summed for all projects within that category
is shown in Table 12. The average total debits per project, along with the minimum and maximum
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debits are also shown. Quite a range in the total number of debits associated with each individual

project type, respectively is shown.

The highest average total number of debits per project is associated with transmission line projects
(average = 38,076.20; minimum = 0.04; maximum = 219,307.03). This is likely because above
ground transmission lines are on the landscape for a long period of time, which is factored into HQT
calculations. The wide range in total debits is likely related to the underlying habitat quality and
functional acre values along the route, the degree to which it is co-located within other existing
disturbance or alongside existing roads, and more importantly, whether the transmission line is

above ground or buried.

The second highest average total debits per project is associated with Agriculture-Land projects
(average 4,198.54; minimum 45.85; maximum 8,351.24). In 2020, only two Agriculture-Land
projects required an HQT calculation. One of these projects involved a new, approximately 7.6
mile-long, permanent road. Although a desktop analysis was conducted and mitigation was not
ultimately required of the proponent for this project, the number of debits created from its
implementation and the duration of the disturbance on the landscape, drives this result.

Table 12. Total debits categorized by major project type and the average number of debits per
project for that project type, respectively. The minimum and maximum number of debits for any
single project within major project type categories is also shown.

Project Types TOt:”;ll Aver?ge Minin?um Maxin_1um
Debits Debits Debits Debits

Communication (n=9) 1,058.48 117.61 1.57 393.04
Forestry (n=3) 906.45 302.15 30.31 589.80
Habitat Treatment (n=2) 313.79 156.90 1.13 312.67
Industrial/Commercial (n=11) 172.72 15.70 0.00 125.49
Land (n=2) 8,397.09 4,198.54 45.85 8,351.24
Mining (n=22) 1,985.77 90.26 0.00 527.78
0il/Gas (n=17) 31,661.88 1,862.46 0.00 18,898.67
Pipeline (Major) (n=4) 5,074.09 1,268.52 0.00 4,870.83
Residential (n=2) 131.79 65.90 0.00 131.79
Transmission Line (n=7) 266,533.40 | 38,076.20 0.04 219,307.03
Transportation (n=9) 21,961.76 2,440.20 0.25 19,968.84
Geothermal (n=1) 2.54 2.54 2.54 2.54

Mitigation Option Selected by Developers

A developer has three mitigation mechanisms or options available to offset the impacts of their
projects (see Key Elements Section above). A developer can choose any one of the options or a
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combination. The following section summarizes how developers decided to offset impacts (total
debits) in 2020.

Data Preparation Methods for Mitigation Options

The following results are based on 89 development projects for which an HQT calculation was
performed and the Program completed the review between January 1, 2020 and December 31,
2020.

Results: Mitigation Option Selected

In 2020, HQT calculations were performed for 89 projects. Of those 89 projects, 22 projects did not
result in a mitigation obligation owed by the developer. This is because the project: 1. had an HQT
mathematical result of zero functional acres lost (i.e. zero debits; n=8) or 2. a desktop analysis was
conducted (n=14) and no mitigation was assessed to the developer.

Of the remaining 67 projects, developers are given complete discretion to choose how to offset their
impacts. In 2020, 61 developers elected to offset the impacts of their project and fulfill the
mitigation obligation by contributing to the Stewardship Account (n=61 projects; 91% of 67
projects). See Figure 17 below.

Alternatively, a permittee-responsible mechanism (PRM) was selected for five development
projects (7% of 67 projects). These five projects are attributed to one developer utilizing three
permittee responsible credit projects to offset five of their own subsequent development projects
(i.e. n=1 proponent and five development projects). In other words, this developer created their
own PRM pool of credits for their own use to offset their subsequent development projects. See
Figure 17.

One developer utilized a combination of both PRM and a contribution to the Stewardship Account
to offset their mitigation obligation. This proponent utilized PRM by implementing a credit project
to offset a transmission line reroute. The credits produced from this PRM project were used to
offset a portion of their mitigation obligation and a contribution to the Stewardship Account was
made to offset the remaining balance. See Figure 17.
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Method Chosen To Fullfill Mitigation Obligation
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Figure 17. Sixty-seven projects that reached Completed Review in 2020 and resulted in a mitigation
obligation. The proponents for these projects elected to fulfill the obligation by either: 1. Permittee
Responsible Mitigation (PRM) where the developers implemented a credit project or projects to
offset of their own subsequent development projects; 2. a contribution to the Stewardship Account
(SA); or 3. a combination of both PRM and a contribution to the SA. Twenty-two additional projects
are not included in this graph because no mitigation was ultimately required from the developer
because the HQT mathematical result was zero (n=8) or the final debit calculation was near zero
and local facts surrounding the project warranted revising the obligation to zero (n=14)

Results: Permittee Responsible Projects Only

In 2020, proponents selected permittee responsible mitigation (PRM) to either fully or partially
fulfill the mitigation requirement for a total of six projects. The mitigation requirement for 5 of
these projects was entirely filled through PRM, while the proponent for one of these projects
fulfilled their mitigation requirement partially through PRM and partially through a contribution to
the Stewardship Account. In 2018, Denbury Resources implemented two PRM projects with the
Montana Land Reliance (MLR) to create credits through two conservation easements in the
southeastern service area. Additionally, Denbury Resources worked with a third-party oil and gas
operator and the BLM to assume responsibility for permanently plugging and abandoning 32 wells
and reclaiming the sites in an existing oil and gas filed in southeast Montana. Five of the six PRM
projects in Figure 17 were offset using credits generated through the first conservation easement
being used to offset six of Denbury Resources’ subsequent development projects in 2020.
Additionally, NorthWestern Energy implemented a restoration project by removing an overhead
25kV transmission line. They used the credits generated from this project to partially offset the
impact of a new overhead transmission line.
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Results: Other

Developers of a total of 22 other projects ultimately did not have a mitigation obligation, and thus

did not have to select a mechanism through which to offset impacts. These projects are combined

into a category called “Other”. These 22 projects either: 1. had an HQT mathematical result of zero
functional acres lost (i.e. zero debits; n=8) or 2. a desktop analysis was conducted (n=14).

Contributions to the Stewardship Account Transferring the Obligation to MSGOT through
Stewardship Account Grants

Contributing to the Stewardship Account is an in-lieu fee mechanism if sufficient credits are
unavailable through other mechanisms and the developer does not wish to take a permittee-
responsible approach. Contributions to the Stewardship Account shift the burden to MSGOT to
secure an equivalent number of offsetting credits and subtracts those credits from its own balance
sheet.

Developers have full discretion as to when to initiate the permitting process with the respective
state or federal agency and when to implement the project after obtaining permits (i.e. start
construction). The permitting process itself also takes time, with larger more complicated projects
taking longer and may require an environmental impact statement. Sometimes developers obtain
permits, but delay implementation. Sometimes developers decide to cancel the project altogether
for whatever reason (whether or not permits were obtained) and reasons unrelated to the Program
are often cited.

Mitigation obligations, including contributions to the Stewardship Account, should be implemented
after a developer obtains all necessary permits but before the project is implemented and
construction starts. This protocol affords developers the flexibility to decide when to initiate the
permitting process, to modify a project during the permitting process, to decide on the exact
timeline to implement a project or to delay implementation once permits are obtained, or to cancel
the project altogether. There is certainty that funds are not deposited in the Account unless a
project is actually going to be implemented by a developer.

Providing flexibility to developers to decide when to complete the permitting process and when to
make their deposit to the Stewardship Account also creates uncertainty for MSGOT and the
Program. Funds only become available to MSGOT and the Program after a contribution is made and
recorded, creating an “accounts receivable” delay or an “amount due” inherent in the mitigation
system (Figure 18).

Developers are instructed to make their deposit by paper check or wire transfer after obtaining
permits but immediately prior to implementation. Thus, developers have full discretion when to
make the donation and how to make the donation. When making donations, developers return
forms to the Program to document the deposit and copies are returned to developers for their
records. The Program’s information is periodically cross-referenced with the DNRC accounting
records to make sure that funds are properly credited to the Stewardship Account and to make sure
that the Program’s own records are accurate.
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Sage Grouse Consultation Process in Blue Box
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Figure 18. The Sage Grouse Program workflow is shown within the shaded light blue area, with
project permitting process and the developer’s implementation activities occurring outside the
scope of the Sage Grouse Program and MSGOT. If the developer selects the Stewardship Account
contribution option to mitigate for impacts to sage grouse habitats, the deposit is made after
obtaining all necessary permits and before starting construction. The time lag between
Program/MSGOT and Developer’s implementation of the project creates the “accounts receivable”
circumstance.

Data Preparation Methods Specifically for Stewardship Account Contributions

The Program compiled information about the status and disposition of contributions for all projects
where the developer selected the Stewardship Account option. Stewardship Account activity is
summarized for two different time periods: 1. Stewardship Account activity between January 1,
2018 and December 31, 2020 and 2. Stewardship Account Activity between January 1, 2020 and
December 31, 2020. In the first case, Stewardship Account activity beginning in 2018 was compiled
because this was when the first deposit into the Account was received. In both cases, Account
activity or expected donation summaries are limited to projects that reached Completed Review by
December 31, 2020, the end of the current reporting period.

Data are reported by habitat category and Service Areas. See Table 10 for additional details about
legacy projects and special cases.



64

The disposition and status of a project’s Stewardship Account contribution is classified as one of the
following:

1. Due - Reviewer Tracking: The developer had selected the Stewardship Account at the time
the Program completed its review, but the donation had not yet been received by December
31, 2020. The Program’s project reviewers are actively tracking the project for eventual
receipt of the funds. These funds are “due” to the Stewardship Account and the depositis
expected at some point in the future.
Received: Contributions were received and properly credited to the Stewardship Account.
3. Due - Proponent Bankrupt: One project proponent associated with a coal project entered
bankruptcy. A new road was proposed to connect coal mines in Wyoming and Montana.
The road has not been built yet and it is unclear if and when it might be built. Nonetheless,
the mitigation obligation to Montana should the road ever be built in the future is preserved
in the bankruptcy legal proceedings. Should a subsequent owner of the mine implement the
road project, the contribution would still be required. Whether that donation will be made
at some point in the future is unknown.

N

Results: Stewardship Account Contributions

Stewardship Account Contributions Since 2018

A total of $1,824,543.49 has been received into to the Stewardship Account since 2018 (i.e.
Received status) (Figure 19). This includes two legacy projects for which payment was made in
2018 ($161,179.00). Contributions are still pending for other legacy projects (categorized as Due-
Reviewer Tracking, see also Table 10).

Of the total received as of December 31, 2020, 81% can be attributed to proposed projects located
in a Core Area ($1,480,516.38) and 19% can be attributed to proposed projects located in General
Habitat ($343,997.11). Additionally, the Program received a payment of $30.00 that could not be
attributed to a known development project.

A total of $857,610.00 is categorized as Due - Reviewer Tracking as of December 31, 2020. For
these projects, the Program has completed its review, but the project proponent has either not yet
obtained all necessary permits, has delayed the permitting process, or has obtained permits but not
yet made the contribution so the project can get underway. Of this, approximately 34% can be
attributed to proposed projects located in a Core Area ($293,571.75) and approximately 66% can
be attributed to proposed projects located in General Habitat ($564,038.25).
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Stewardship Account Funds by Contribution Status
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Figure 19. Stewardship Account funds by contribution status for projects in Completed Review
status as of December 31, 2020 and legacy projects that reached Completed Review status in 2018.

Of the total $1,824,543.49 received to date, a total of $1,317,737.31 was deposited into the
Stewardship Account during the 2020 reporting period (i.e. after filtering out any contributions
made in 2018 or 2019).

Stewardship Account Contribution in Calendar Year 2020

Proponents elected to meet their mitigation requirements through a contribution to the
Stewardship Account for 62 total projects that reached Completed Review by December 31, 2020.
Sixty-one projects were fully mitigated through Account contributions and one project utilized a
combination of PRM and a contribution to the Account. Of these 62 projects, the Stewardship
Account had received contributions from 37 of them by December 31, 2020 (60%). Additionally,
nine contributions to the Account were made between January 1, 2020 and December 31, 2020 for
projects that reached Completed Review in either 2017 (n=1), 2018 (n=2), or 2019 (n=6). All 46
contributions received between January 1, 2020 and December 31, 2020 totaled $1,317,737.31.

Contributions to the Stewardship Account that were received by December 31, 2020 totaled
$556,188.319. Of the 2020 Account deposits, 20% is attributed to projects located in the Central
Service Area ($272,404.34; n=17 projects), approximately 18% is attributed to projects located in
the Southeastern Service Area ($245,831.38; n=13 projects), approximately 1% is attributed to
projects located in the North Central Service Area ($11,328.37; n=13 projects), and approximately
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2% were payments for projects located in the Southwestern Service Area ($26,624.22; n= 2
projects). A Stewardship Account deposit for the legacy project Keystone XL Pipeline made up
approximately 58% ($761,519.00) of the deposits for 2020 and the project footprint falls in both
the North Central and Southeastern service areas. Due to this project’s legacy status and the
physical acre approach (pre HQT) that was used to determine the mitigation obligation, the
obligation dollar amount could not be accurately split between the two service areas. Data for this
projectis not included in Figure 20 or the data associated with it.

Across all Service Areas, approximately 54% of contributions were for projects located in a

designated Core Area ($299,951.69; n=12 projects). Approximately 46% of payments were for
projects located in designated General Habitat ($256,236.62; n=33 projects).

Stewardship Account Contributions Recieved in 2020
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Figure 20. Contributions received into the Stewardship Account between January 1, 2020 and
December 31, 2020 ($556,188.319), according to Service Area and habitat category.

The amount of any single Stewardship Account contribution in the 2020 reporting period varies
widely. As with the total debits attributed to major project types listed in Table 1, the contribution

9 This total does not include Stewardship Account contributions for the Keystone XL Pipeline Project
($761,519.00) because it crossed two different Service Areas that could not accurately be represented in
Figure 20. Additionally, the total does not include the $30.00 contribution that could not be attributed to any

development project.
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amount can vary widely within a project type category. This can be explained by the same factors
influencing the total debits calculated for a development project, including that the number of
individual disturbances and types included for each individual project varies (even for the same
project type), project size, project duration, project location, and the underlying habitat quality. For
example, the major project type “Communications” includes individual disturbances ranging from a
cell tower to overhead transmission lines, to buried fiber optic lines and new roads. Some
Communications projects include all four of those disturbance types, whereas other
Communications projects may only entail buried fiber optic lines. Thus, the amount of each
Stewardship Contribution varies considerably. See Table 13.

Across all project type categories and habitats, individual contributions for a single project ranged
from a minimum of $0.49 to a maximum of $761,519.00 (Table 13). The average contribution was
$28,645.81. The project type with the highest average contribution amount was Oil and Gas, likely
due to additional disturbance elements beyond the well pad and the duration on the landscape.

Table 13. Average, minimum, and maximum contribution amounts deposited into the Stewardship
Account between January 1, 2020 and December 31, 2020, by Project Type (n=46).

Project Type Num!)er of Ave_rag? Mini_mul_n Maximul_n
Projects Contribution Contribution | Contribution

Communication 11 $1,120.06 $11.26 $5,107.50
Geothermal 1 $32.97 $32.97 $32.97
Industrial/Commercial 2 $594.15 $6.41 $1,181.88
Mining 11 $12,807.15 $6.26 $107,727.00
0il/Gas 7 $111,348.14 $231.27 $761,519.00
Pipeline (Major) 2 $31,075.43 $1,890.22 $60,260.63
Recreation 1 $938.00 $938.00 $938.00
Transmission Line 5 $45,457.94 $0.49 $173,924.03
Transportation 5 $4,694.25 $43.89 $22,475.03
Wind 1 $70,000.00 $70,000.00 $70,000.00
Grand Total 46 $28,645.81 $0.49 $761,519.00
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MSGOT’s Stewardship Account Grants to Offset Impacts on behalf of Developers
Introduction

The purpose of the Act is to “provide competitive grant funding and establish ongoing free-market
mechanisms for voluntary, incentive-based conservation measures that emphasize maintaining,
enhancing, restoring, expanding, and benefitting sage grouse habitat and populations on private
lands, and public lands as needed.” In conjunction with MCA 2-15-243, the Act charges MSGOT with
certain duties. The Act also authorizes MSGOT to adopt administrative rules to implement the Act’s
Stewardship Account grants and mitigation.

Two main sections provide for: 1. the Stewardship Account, which is a state special revenue fund to
incentivize habitat conservation primarily on private lands; and 2. that allowing project developers
to provide compensatory mitigation to offset impacts of their development can also incentive
voluntary conservation.

In allowing project developers to provide compensatory mitigation through contributions to the
Stewardship Account, project developers transfer the obligation to secure an equivalent number of
credits to MSGOT. MSGOT then uses the contribution monies to fund credit-creating projects
through a competitive grant process.

Overview of Stewardship Account Grants

The Stewardship Account is a source of competitive funding to facilitate free-market mechanisms
for voluntary, incentive-based conservation on private lands (and public lands as needed) in
habitats designated as necessary to conserve sage grouse and maintain state management. Free
market mechanisms are envisioned as mitigation through conservation banks or a habitat exchange
where conservation efforts create mitigation credits. These mitigation credits can then be sold to
developers to offset direct and impacts of projects implemented in designated sage grouse habitats.
The Montana Legislature provided specific statutory direction for the Stewardship Account.
Consult the Act for all the details, but the most important requirements are:

e MSGOT shall evaluate and select grant applications to receive funding from the sage grouse
Stewardship Account.

e Projects are only eligible if they are located, at least in part, on land in sage grouse Core
Areas, General Habitat, or Connectivity Areas.

e Applicants must be an agency or an organization.

e Organizations or agencies are only eligible if they hold and maintain conservation
easements or leases or are directly involved in sage grouse habitat mitigation and
enhancement activities approved by MSGOT.

e Eligible projects may include: reduction of conifer encroachment, maintenance, restoration,
or improvement of sage brush health or quality, incentives to reduce the conversion of
grazing land to cropland, restoration of cropland to grazing, fence marking, reduction of
unnatural perching platforms for raptors, reduction of unnatural safe havens for predators,
and purchase or acquisition of leases, term conservation easements or permanent
conservation easements. MSGOT can consider other project ideas, but they must be
consistent with the purpose of the Stewardship Act.

Some projects are statutorily ineligible. Examples include: fee simple acquisition of private land,
water right purchase, leases or easements that require recreational access, supplementation or
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replacement of operating budgets except for budget items that directly relate to purposes of the
grant.

Statutory guidance also establishes the key connections between the Stewardship Account and its
dual purpose to not only conserve habitat but also to incentivize creation of credits to initiate a
mitigation marketplace and to allow developers to transfer the mitigation obligation to MSGOT.
Key statutory provisions and crosswalks between grants and mitigation are:

e The majority of the Account funds must be awarded to projects that generate credits that
are available for compensatory mitigation under MCA 76-22-111 [Compensatory
Mitigation].

e  When selecting projects to receive funds, MSGOT shall prioritize projects that maximize the
amount of credits generated per dollars of funds awarded.

e MSGOT shall retroactively calculate and make available credits for leases and conservation
easements purchased with funds disbursed after May 7, 2015, but prior to the adoption of
MSGOT’s Rules.

e MSGOT is directed by statute to adopt rules to administer a method to track and maintain
the number of credits attributable to projects funded by the Montana Greater Sage-Grouse
Stewardship Act that are available to a project developer to purchase for compensatory
mitigation to offset debits.

e The majority of the funds in the sage grouse Stewardship Account may not be disbursed
before the habitat quantification tool has been adopted. The habitat quantification tool must
be applied to any project funded after the habitat quantification tool has been adopted.

e The majority of the funds in the account may not be disbursed before the habitat
quantification tool has been adopted.

e The Legislature delegated rulemaking authority to MSGOT. MSGOT first proposed rules in
November 2015. Proposed rules were published in December 2015, and public comment
was accepted through late January 2016. Final rules were adopted and became effective in
March 2016. In February 2016, MSGOT also adopted Procedures 01-2016 to set forth clear,
transparent steps in the grant application and decision process. Additional rules to refine
and further Stewardship Account grant rules with respect to the mitigation framework
were promulgated and ultimately took effect January 2019. See Appendix B.

The time lag or delay between what Stewardship Account deposits are expected and what’s actually
been received is unpredictable at the individual development project level. Some deposits are
made within days or weeks while other deposits may not be made for at least a year. Thus, when
individual projects are aggregated up to the Account level, the timing of each Stewardship Account
grant cycle and the amount of funding actually available to award to applicants can also be
unpredictable. The Program estimates that about $3-4 million is needed per grant cycle for it to be
a meaningful grant opportunity that would attract applications and that would yield MSGOT the
ability to select the best and strongest projects among many competing projects. Grant cycles
would generally be offered when the Stewardship Account balance reaches $3-4 million.

Despite the uncertainty, MSGOT has offered a total of three grant cycles as of December 31, 2020.
The first was in 2016/2017, the second cycle was in 2019 and the third in 2020. Funds awarded
were primarily sourced back to the original statutory appropriation of 2015. A majority of the
Stewardship Account contributions received to date were obligated towards grants.
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Figure 21 shows the locations of all Stewardship Account grant proposals that were funded by
MSGOT in the first, second and third grant cycles and still active at the end of 2020. Additional
details can be found in the MSGOT Meeting Archive, Audio Summary Minutes, Notes and Handouts.

Status of Stewardship Account Grant Projects Awarded Funding During the First Cycle: 2016-2017

The Stewardship Act provided an avenue for MSGOT to proactively jumpstart creation of credits
through Stewardship Account grants while the Program concurrently worked with stakeholders to
develop the mitigation framework and the HQT. MSGOT could not award more than $5 million in
grants (or half of the original $10 million appropriation) prior to designating the HQT.
Furthermore, once designated, the HQT had to be applied retroactively to calculate the number of
credits created through Stewardship Account grants awarded prior to the final HQT designation.

The first grant cycle was offered in April 2016, and nine applications were received. After thorough
peer review and public comment, MSGOT awarded funding to eight conservation easements in June
2017. An application for funds to mark fences with a high risk of sage grouse fence collisions was
not awarded funding.

After MSGOT selected the grant award recipients, the next steps in the process were to: 1. negotiate
and execute a grant agreement between MSGOT and grant recipients, including contingency and
mitigation-related language; 2. negotiate conservation easement terms with the land trust
organization holding the easement and the landowner, including mitigation-related language and
retention of the state’s third party right of enforcement; 3. complete an environmental assessment;
4. obtain final MSGOT approval; and 5. transfer state funds so the grant recipients could execute
and close the conservation easements.

Of the original eight grant projects selected for funding in mid-2017, two projects were withdrawn
by the grant recipient not long after the award because mutually satisfactory easement terms could
not be negotiated. The status of the remaining six projects as of December 31, 2020 is shown in
Table 14. Four projects have closed, and two projects were withdrawn by the grant applicant when
alternative sources of funding became available.
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Table 14. Status of all 2016 projects awarded grant funding in the first cycle, as of December 31,
2020.

Habitat Size

10 .
Proposal Type County Class (acres) MSGOT Decision/Status
()
44 Ranch Easement Petroleum, 100% 18,033 Closed November 2016
Fergus Core
Raths Golden 100%
Livestock Easement Valley Core 11,230 Closed February 2019
. 100%
Watson Easement | Phillips Core 2,833 Closed May 2020

Hansen1l Easement Beaverhead | 98% Core | 13,535 Closed October 2018

0 : : .
Weaver Easement Chgteau, 100% 9,870 Withdrawn by gr.ant applicant in May 2018
Blaine General when other funding source secured
0 ; ; ,
Smith Easement | Beaverhead 100% 288 Withdrawn by gr.ant applicant in August 2017
Core when other funding source secured

Status of the Stewardship Account Second Grant Cycle: 2019

The Program initiated the second Stewardship Account grant cycle in March 2019. MSGOT received
six applications including three conservation easements and three term leases. After thorough peer
review and public comment, MSGOT awarded funding to all six grant projects in September of 2019.
Term leases are similar to perpetual easements in that the landowner receives payment in
exchange for voluntarily not exercising rights to develop certain surface uses of the property. Term
leases differ from perpetual conservation easements in that term leases are for a fixed number of
years only, and the landowner decides the number of years or duration of the lease. At the
expiration of the term, the lease expires, and the landowner is free to exercise those rights once
again.

The status of the six projects selected for funding as of December 31, 2020, is shown in Table 15.
For all three conservation easements, executed grant agreements were in place and the Program
had completed environmental assessments. In 2020, two of the three term leases were withdrawn,
leaving only the Burgess Ranch Term Lease. The Burgess Ranch Term Lease closed in April 2020
and the Program continued to develop a template guidance document to outline how term leases
should be monitored and a template for the initial condition report. The Program had completed all
environmental assessments, so the term leases could proceed to closing as soon as templates were
finalized and agreed upon.

Table 16 lists the Stewardship Account award amounts and leveraged matching funding for the four
projects which moved forward out of the original six that were selected in 2019.

10 Any conservation easements funded, in part, by Stewardship Fund dollars are held by the grant applicant
agency or organization - here, Montana Land Reliance or The Nature Conservancy. The state retains a third
party right of enforcement, but otherwise does not hold the easement or own land. Private landowners are
made aware of the Stewardship Fund and its purpose through the application itself where they are required
to acknowledge disclosure statements with their initials. In this way, the Program and the grant applicant
are assured that only willing private landowners engage in the process.

11 The conifer reduction portion of this project was implemented using alternative funding sources and
MSGOT reallocated funds originally awarded for conifer reduction to the conservation easement.
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Table 15. Status of all projects awarded funding in the second grant cycle in 2019, as of December

31, 2020.
Proposal Type12 County Hglt; lstsat (ascl::s) MSGOT Decision/Status
i 0,
WIH.OW Easement Beaverhead 100% 3,989 Closed March 2020
Basin Core
0,
Mar? Easement Fergus, 100% 3,743 Closed December 2020
Lewis Petroleum Core
Sauerbier Beaverhead, | 100% Grant agreement executed; ?nv1ronmenta.11
Easement . 7,697 assessment completed; closing expected in
Ranch Madison Core
2021
Ki 30-Year 100% Withdrawn by grant applicant May 2020
ng Term Petroleum 0 11,703 1rgrawn by grant appiicant Aay
Ranch Lease Core when another funding source was secured
Shultz- 25-Year 100% Withdrawn by grant applicant May 2020
Gran Term Petroleum 6,367 .
. Core when another funding source was secured
Prairie Lease
30-Year
0,
Burgess | perm Garfield 80% 12,901 | Closed April 2020
Ranch? Lease Core

Status of the Stewardship Account Third Grant Cycle: 2020

The Program initiated the third Stewardship Account grant cycle in September 2020. MSGOT
received seven applications for conservation easement projects. After thorough peer review and
public comment, MSGOT awarded funding to all seven grant projects in September of 2020.

Table 16 lists the Stewardship Account award amounts and leveraged matching funding for the

seven selected grant projects in 2020.

12 Any conservation easements or term leases funded, in part, by Stewardship Fund dollars are held by the
grant applicant agency or organization - here, Montana Land Reliance or The Nature Conservancy. The
state retains a third-party right of enforcement, but otherwise does not hold the easement or own land.
Private landowners are made aware of the Stewardship Fund and its purpose through the application itself
where they are required to acknowledge disclosure statements with their initials. In this way, the Program
and the grant applicant are assured that only willing private landowners engage in the process.




Table 16. Third cycle Stewardship Account grant awards and funds committed, sources of
matching funds, and acres of habitat conserved for credit generation, as of December 31, 2020.

CONSERVATION

Project StX‘c”Clefth ip NRCS Match il[‘:;i}tle Other Match | Acres TOTAL

54 Ranch $519,000 $1,500,000 $12,582 6,659 $2,031,582
lAlexander Ranch $415,569 $10,000 679 $425,569

Bequette Ranch $175,766 $601,641 2,524 $777,641

Fauth Ranch $1,496,103 $591,289 8,315 $2,087,392
Jackson Ranch $373,666 $6,000,000 $1,550,000 924 $7,923,666
Mussard Ranch $527,800 $1,500,000 $175,000 2,436 $2,202,800
Peters Ranch $530,000 $1,515,000 3,429 $2,045,000
X‘C’Eilu‘c;ltf wardship | ¢4 037,904 $4,037,904
Total Match $11,116,641 | $22,582 $2,316,289 $13,455,512
TOTAL HABITAT 24,966 $17,493,416
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Stewardship Account Grants and Permittee Responsible (PRM) Projects
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Figure 21. Locations of Stewardship Account grant proposals that were funded in the first, second
and third grant cycles and still active, as of December 31, 2020. Also includes implemented PRM
credit projects.

Mitigation Credits Created by MSGOT through Stewardship Account Grants, by Developers
through Permittee-Responsible Projects, and Other Means

Introduction

Montana recognizes credit projects that avoid future loss or fragmentation of otherwise intact
habitat by legally removing identified threats through preservation using perpetual conservation
easements or term leases. Preservation credit projects create credits through land preservation
using perpetual conservation easements, term easements, or term leases. Long-term, voluntary
protection of remaining habitat is the gold standard of habitat conservation in Montana. Montana
also recognizes credit projects that restore or enhance habitat through active management (e.g.
conifer removal, reseeding). Unlike typical preservation credit sites, restoration or enhancement
credit sites increase the quantity or quality of functional habitat at that particular site.

Developing and selling credits in the Mitigation System by preserving, restoring, or enhancing land
which increases the functional habitat quality or quantity for sage grouse could generate revenue
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for the respective landowner. Developing credit sites and participation in the Montana Mitigation
System is voluntary on the part of private landowners and Montana State Trust Lands.

Mitigation credits may be produced through grant funding provided by the Stewardship Account
(i-e. Stewardship Account Grants), developed under any other MSGOT-approved mitigation
mechanism (e.g. conservation bank or habitat exchange), or created and used by project developers
conducting their own compensatory mitigation projects to offset development impacts (i.e.
Permittee Responsible Mitigation) or by working with third parties to develop credit sites. Funding
from the Stewardship Account is not required to create credit sites.

Baseline and Policy Multipliers for Newly Created Uplift from Restoration and Enhancement

Each crediting project must demonstrate additionality. Additionality refers to the requirements
that: (1) regulatory - credit-generating habitat benefits from a project must be in addition to what
would have happened in the absence of a credit project (baseline before implementation) and in
addition to what is already otherwise required by existing law and regulations; and (2) legal and
financial commitments.

For permanent credits created through permanent conservation easements, the easement itself
satisfies the additionality requirement, but the baseline will be adjusted to account for the fact that
absent additional restoration or enhancement activities, perpetual easements preserve the status
quo and do not create new functional acre credits. For restoration or enhancement credit sites, a
legal site protection instrument permitting or prohibiting certain activities to preserve the integrity
of the habitat, respectively, satisfies the additionality requirement.

To more accurately reflect that perpetual easements, in the absence of any additional restoration or
enhancement activity, preserve the status quo and do not create new functional acres, Montana
defines baseline for perpetual preservation credit projects as 40% of post-project habitat function
determined by the HQT as a default. For this reason, the credits produced from the implementation
of a preservation project will be approximately 60% less than the Raw HQT score (i.e. functional
acres gained).

A positive multiplier is applied to the number of functional acre credits newly produced at a given
restoration or enhancement credit site because they increase functional acres above baseline. A
positive 10% multiplier is applied for newly produced functional acre credits in a Core Area and a
positive 5% multiplier is applied for newly produced functional acre credits in General Habitat.

Data Preparation Methods

The HQT is also applied to mitigation credit projects. The initial HQT results are referred to as
functional acres gained. After applying credit policy modifiers, functional acres are converted to
credits (Figure 11). The sections below report data for both the functional acres gained and the
total number of available and anticipated credits. Functional acres gained data are reported before
the baseline adjustment and represent the number of functional acres gained due to the
implementation of credit projects. Credits are reported after applying the baseline adjustment to
preservation credits and applying any additional multipliers for newly created credits through
restoration or enhancement projects.

Non-Stewardship Account credit projects that reached Completed Review between January 1, 2020
and December 31, 2020 are included in this reporting period. They include efforts by developers to
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implement PRM projects and who retained their own credits, restoration efforts by third parties
who did not want to retain their credits, and wells that were permanently plugged and abandoned
where a very small number of credits were created and not retained by the developer.

Stewardship Account grant projects that had all the necessary paperwork filed with their respective
county and “closed” between January 1, 2020 and December 31, 2020 are included (n=4: Burgess
Term Lease, Marc Lewis Ranch, Willow Basin Ranch, and Watson Ranch).

Functional Acres Gained from Completed Projects: Stewardship Account Grants, PRM, and Other
Sources

In 2020, there were a total of 535,689.98 functional acres gained due to the implementation and
closing of credit projects across all Service Areas (i.e. available credits). This number takes into
account credit projects submitted through either developer PRM projects, Stewardship Account
Grants (n=4), or other qualifying credit projects (e.g. permanent plug and abandonment, reseeding,
permittee responsible, or burying utilities; n=7). Each of the 11 projects included in this section
have either closed (if MSGOT grant) or been implemented on the ground (if PRM or Other).

The greatest gain of functional acres was seen in the Southwestern Service Area, totaling
233,140.08 functional acres gained (43.5%) (Figure 22). Approximately 43% of the total functional
acres gained were located in the Central Service Area (229,168.05 functional acres gained).
Approximately 13.5% of the total functional acres gained were located in the North Central Service
Area (72,335.87 functional acres gained) and the Southeastern Service Areas had <1% of the total
gain in functional acres (1,045.98 functional acres gained). See Figure 22.

Of the 535,689.98 functional acres gained, approximately 94% were attributed to projects located
in a Core Area (505,923.70 functional acres gained) and approximately 5.6% were attributed to
projects located in General Habitat (29,766.28 functional acres gained). The functional acres gained
by Service area between January 1, 2020 and December 31, 2020 is also shown in Table 17 and
Figure 22.
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Table 17. The number of functional acres gained due to the implementation of credit projects that
closed or were implemented between January 1, 2020 and December 31, 2020 across Service Areas.
Functional acres reported in this table are before baseline has been applied (closed Stewardship
Account grants, PRM, other).

Functional Acres Gained by Service Area
Source North
Central Southeastern | Southwestern | Statewide
Central
Stewardship
Account Grants
+ credits from
other projects 229,168.05 72,335.87 1045.98 227,517.00 530,066.90
not retained by
the project
sponsor
North Western 0.00 0.00 0.00 5,623.08 5,623.08
Total
Functional 229,168.05 72,335.87 1045.98 233,140.08 535,689.98
Acres Gained

Functional Acres Gained by Service Area
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@ 150,000
5 03,699.42 229,055.35 o Core A
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Figure 22. Number of functional acres gained by Service Area and Executive Order 12-2015
habitat designation for credit projects that closed or were implemented between January 1, 2020
and December 31, 2020 (n=4 Stewardship Account grants; n=7 PRM and other sources combined).
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Credits Created by Completed Projects: Stewardship Account Grants, PRM, and Other Sources

The number of credits for a credit project is determined after applying the baseline adjustment to
preservation credits and applying any additional multipliers for newly created credits through
restoration or enhancement projects. The following summarizes the total number of credits
created by credit projects completed or closed between January 1, 2020 and December 31, 2020
(i.e. closed Stewardship Account grant projects, PRM, and other sources). See Table 18.

Table 18. Number of available credits for implemented and closed credit projects by Service Area
after the baseline adjustment and any applicable policy modifiers have been applied. These
numbers reflect credits gained from both Stewardship Account Grant projects and other projects
completed between January 1, 2020 and December 31, 2020 (permanent plug and abandonment of
oil or gas wells, reseeding, buried utility projects, and permittee-responsible efforts).

Source or Credits Created by Service Area
Entity Central North Central | Southeastern | Southwestern Statewide
Stewardship

Account Grants +
credits from

other projects 178,161.35 28,934.51 1,045.98 91,006.8 299,148.64
not retained by
the project
sponsor
North Western 0.00 0.00 0.00 5,981.15 5,981.15
Total 178,161.35 28,934.51 1,045.98 96,987.95 305,129.79

Available vs. Anticipated Credit Totals for All Credit Projects

Credits can be considered “available” when the credit project has been implemented or the
Stewardship Account grant has closed. A total of 11 credit projects were completed or closed
between January 1, 2020 and December 31, 2020. One grant (Watson easement) from the first
cycle and three grants (Marc Lewis easement, Willow Basin easement, and Burgess term lease)
from the second grant cycle closed within this timeframe. An additional seven credit projects were
also implemented, either through developers’ PRM projects or by third parties, within this
timeframe.

Alternatively, credits can be considered “anticipated” if the project was being developed in during
the reporting period and has a high likelihood of being successfully implemented in the next 1-2
years. A total of six projects awarded Stewardship Account funding either 2019 or 2020 have a
high likelihood of closing in 2021 or 2022 (Sauerbier easement, 54 Livestock easement, Mussard-
Barrett easement, Peter’s Ranch easement, Alexander easement and Jackson Ranch easement).
These grant projects are included herein and reported below as MSGOT Anticipated Grants. No
other project types are expected to close and contribute to anticipated credits for 2020.

Therefore, credits from any credit project which was implemented or Stewardship Account grant
that had closed between January 1, 2020 and December 31, 2020 are considered “available” credits.
The credits from Stewardship Account grant projects that had not yet closed and PRM projects that
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had not yet been implemented by December 31, 2020 are considered “anticipated” credits. Both
available and anticipated credits are reported separately below.

Because developers have complete discretion over the eventual disposition of their own credits, the
following summary reports MSGOT credits separately from those created by other entities. A
developer reserves the right to keep their own PRM-created credits themselves but can also sell
them to other developers through free-market transactions independent from MSGOT.

The credit data below represent the total number of credits after the baseline adjustment has been
made and represent the number of credits available or anticipated to become available in 2021 or
2022.

Results: Available vs. Anticipated Credits

A total of 554,159.24 credits are either available or anticipated. Among all credits presently
available or anticipated in the future, the majority are attributed to Stewardship Account grants
awarded by MSGOT. Of the 305,129.79 credits currently available, 98% are associated with MSGOT
Stewardship Account grants (298,102.36 credits). Conversely, 2% of all available credits were
created by entities or project sponsors other than MSGOT through: 1. permanent plug and
abandonment of oil or gas wells; 2. reseeding projects; 3. utility burial restoration projects; or 4.
permittee-responsible projects (7,027.43 credits). See Figure 23.

Of the total 298,102.36 available credits created by Stewardship Account Grant Projects, 91% were
located in a designated Core Area (271,653.05 credits) and 9% were located in General Habitat
(26,449.31 credits). Of the 7,027.44 available credits created by other credit projects, 36% were
located in a designated Core Area (2,525.55 credits) and 64% were located in General Habitat
(4,501.89 credits). See Figure 24.

All of the 249,029.44 anticipated credits are attributed to Stewardship Account grants awarded by
MSGOT. All anticipated credits are from grants that were awarded funding in either 2019 or 2020
with a high likelihood of closing in either 2021 or 2022 (249,029.45 credits: 54 Ranch, Alexander,
Bequette, Fauth, Jackson, Mussard, and Peters). See Figure 23.
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Available vs Anticipated Credits
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Figure 23. Total credits available vs. credits anticipated for projects that reached Completed
Review status or Stewardship Account grants that closed or were approved by MSGOT between
January 1, 2020 and December 31, 2020, categorized by source (MSGOT or other entities). “Other
Projects” includes: 1. permanent plug and abandonment of oil or gas wells; 2. reseeding projects;
and 3. utility burial restoration projects. Available credits include projects that have been
implemented or closed Stewardship Account grants that closed between January 1, 2020 and
December 31, 2020, respectively. Anticipated credits consist of Stewardship Account grants that
have a high likelihood of closing in 2021 or 2022.

Source of 2020 Credits
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Figure 24. Number of credits created by four MSGOT Stewardship Account grants and seven
credit-producing projects classified as “Other Projects” that closed or were implemented between
January 1, 2020 and December 31, 2020. Other Projects includes: 1. permanent plug and
abandonment of oil or gas wells; 2. reseeding projects; 3. utility burial restoration projects; and 4.
permittee-responsible projects.
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Number of Credit Projects and Total Credits Created by Service Area and Habitat Category

Between January 1, 2020 and December 31, 2020, a total of 11 credit projects were either
implemented (Other Projects; n=7) or closed (Stewardship Account grants; n=4). This resulted in
the creation of a total of 305,129.79 credits. Of the 11 credit projects, four were implemented in the
North Central Service Area (36%), four were implemented in the Central Service Area (36%), two
were implemented in the Southwestern Service Area (18%), and one was located in the
Southeastern Service Area (9%). See Figure 25.

The majority of available credits have been produced by projects located in Core Areas. Of the total
305,129.79 available credits, 90% can be attributed to projects located in a designated Core Area
(274,178.59 credits) and 10% can be attributed to projects located in designated General Habitat
(30,951.20 credits).

Credits Created by Service Area

200,000
180,000
160,000
140,000
120,000
100,000
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4,288.97
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Figure 25. Total number of credits created by Service Area and by Executive Order 12-2015
habitat designation, all entities/sources combined (Stewardship Account grants, developer PRM
projects and third parties), for projects that either were implemented or closed between January 1,
2020 and December 31, 2020.

Available Credits by Credit Activity Type

Credits can be categorized as preservation, restoration or enhancement. Preservation credits are
created through perpetual or term conservation easements or through term leases. Preservation
credits avoid future losses of habitat through development or new cultivation. Restoration and
enhancement credits are created through intentional management actions which increase habitat
quality (e.g. restoring mesic habitats or native range through reseeding. The following summary
shows the available credits by credit activity type, respectively, across all credit project sponsors
combined after the baseline adjustment and any applicable policy modifiers.
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The majority of available credits are classified as preservation credits. Of the total 305,129.79
credits created in 2020 and available statewide, approximately 73% of the total credits created
were preservation credits (n=222,903.94) attributed to permanent conservation easements and
term leases (four closed Stewardship Account grants). See Figure 26.

The remaining available credits were created through restoration efforts (27%; 82,225.85 credits).
Of these 82,225.85 restoration credits, 92% can be attributed to projects that involved reseeding
activities (75,198.42), 7% can be attributed to one PRM project that involved burying an overhead
powerline (5,981.15 credits), and less than 1% can be attributed to projects involving the
permanent plug and abandonment of oil or gas wells (1046.28 credits). See Figure 26.
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Figure 26. Types of credits created by different credit project activity types. All credit projects
reported here were either implemented by developers as PRM or by third parties (n=7) or are
MSGOT Stewardship Account grants that closed between January 1, 2020 and December 31, 2020
(n=4).

Synthesis of Mitigation System Key Metrics and the 2020 Ledger

The goal of Montana’s Greater Sage-Grouse Conservation Strategy is to maintain viable sage grouse
populations and conserve habitat so that Montana maintains flexibility to manage its own lands,
wildlife, and economy and so that a listing or designation as a candidate species under the federal
Endangered Species Act is not warranted in the future. Additionally, the Strategy aims to balance
development with conservation and promote Montana’s economy with a statutory goal of “no net
loss of habitat and net gain preferred.” The Oversight Team formally approved the Mitigation
System framework’s administrative rules in December 2018. The rules took effect in January 2019.
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As of December 31, 2020, a total of 427,094.58 debits have been created due to the implementation
of development projects throughout all four Service Areas. Of these, 21% were attributed to
development projects that reached Completed Review by December 31, 2019 (88,894.80 debits) and
79% were attributed to development projects that reached Completed Review by December 31,
2020 (338,199.78 debits). This number takes in to account all projects that required an HQT,
associated mitigation, and reached Completed Review status by December 31, 2020 (n=151 in 2019,
n=89 in 2020). In contrast, as of December 31, 2020, a total of 1,860,341.08 credits were created
by MSGOT through Stewardship Account grants, by developers through PRM projects, and by third
parties. Of these, 84% were attributed to credit projects that were implemented or closed by
December 31, 2019 (1,555,211.29 credits) and 16% were attributed to credit projects that were
implemented or closed by December 31, 2020 (305,129.79 credits). On a statewide basis after
subtracting credits used to offset impacts during the reporting period for both 2019 and 2020,
there is a remaining surplus credit deficit of 1,422,246.50 credits. See Table 19.

Since the final administrative rules took effect, all contributions to the Stewardship Account should
be allocated towards Stewardship Account grants to offset the impacts of the development project
for which the contribution was made. A total of $1,824,543.49 has been contributed to the
Stewardship Account through December 31, 2020 by developers who decided not to implement
their own permittee-responsible mitigation projects and transferred their mitigation obligation to
the state. This includes three legacy projects for which a contribution was deposited between 2018
and 2020 ($982,304.59) and all other contributions recorded up to December 31, 2020
($842,238.90).

As of December 31, 2020, Program records reflect that an additional $857,610.00 is owed to the
Stewardship Account (excluding $1.7 million attributed to a new major road for a coal mine and for
which the proponent is currently working through bankruptcy proceedings; amount would become
“due” if the road were built in the future). The $857,610.00 owed to the Account is attributed to
projects which reached Completed Review by December 31, 2020, a mitigation obligation exists, and
the developer selected the Stewardship Account option to offset impacts of the proposed
development project. Itis the Program’s understanding that these developers have delayed
starting the permit application process, started the application process but have not yet obtained all
necessary permits, or has obtained all necessary permits but delayed actual implementation.
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Table 19. Overview of the key mitigation metrics by Service Area. The data in this table represent
all development projects for which an HQT calculation was completed (2019 n=151; 2020 n=89)
and all credit-producing projects (2019 n=3 closed Stewardship Account grants, n=27 permittee-
responsible or third-party activities; 2020 n=4 closed Stewardship Account grants, n=11 permittee-
responsible or third-party activities) implemented as of December 31, 2020.

Service Area
Central North Southwestern | Southeastern Statewide
Central
Debit Project 2019 40 21 12 78 151
Count 2020 33 25 9 22 89
Functional | »4,4 | 41317587 3,689.29 2,408.60 40,367.28 59,638.04
Acres Lost
Before
. 2020 25,259.82 147,879.84 8,430.28 45,957.47 227,527.41
Multipliers
2019 21,933.09 4,855.60 3,191.67 58,914.43 88,894.80
Total Debits
2020 38,660.05 221,212.96 11,000.84 67,425.93 338,199.78
Credit Project | 2019 10 10 2 8 30
Count
(all sources) 2020 4 4 2 1 11
Functional 1,281,179.11
A Gained . e
cres =amee | 2019 | 1,670,541.75 1.68 730,668.15 | WAONYIS | 5 0039061
Before Denbury
Baseline PRM)
Adjustment
and
Multipliers 2020 229,168.05 72,335.87 233,140.08 1,045.98 535,689.98
(All Sources)
2019 | 668,226.29 1.68 295,987.16 590,996.16 1,555,211.29
Total Credits
2020 | 178161.35 28,934.51 96,987.95 1,045.98 305,129.79
Credits 2019 21,933.09 1.68 3,191.67 58,914.43 88,894.80
Retired to
Offset Debits | 2020 38,660.05 221,112.96 11,000.84 67,425.93 338,199.78
+646,293.20 -4,853.92 +292,795.49 | +532,081.73 | +1,466,316.49
2019 . .
Balance of Surplus Deficit Surplus Surplus Surplus
Available
Credit ) - .
S| s | P | s rags | I | 05aS | e
P Deficit P
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ADAPTIVE MANAGEMENT AND OTHER EFFORTS TO IMPROVE IMPLEMENTATION
Adaptive Management

Adaptive management is a fundamental principle of the Montana Mitigation System. When it comes
to conserving sage grouse populations, much is known about the species’ habitat preferences and
population responses to the loss and fragmentation of sagebrush habitats. However, less is known
about how sage grouse populations respond to anthropogenic disturbances and more generally to
mitigation measures which are intended to offset anthropogenic disturbance. Furthermore,
Montana’s Mitigation System includes assumptions in both the Policy Guidance and the HQT
Technical Manual in the absence of perfect knowledge or experience in implementation. For these
reasons, the Montana Mitigation System implements an adaptive management approach to
periodically evaluate whether mitigation effectively offsets impacts in space and through time, to
ensure sage grouse populations are sustained, and to assure Montana achieves the standard of no
net loss of habitat.

Adaptive management requires consideration of both habitat outcomes and population status and
trends over time, in concert and at multiple spatial scales. The Program’s focus is on habitat
outcomes while population monitoring, population estimation and reporting, and harvest
management remain the purview of MFWP. Please see MFWP’s Greater Sage-Grouse Population
Reports.

Sage Grouse Program specific habitat-based objectives are as follows:
¢ Meet the mitigation standard of no net loss, net gain preferred.

o The number of functional acers created should be equal to or greater than the
number of functional acres lost (i.e. HQT results prior to the application of
modifiers).

o The number of credits created should be greater than or equal to the number of
debits.

¢ Maintain sufficient credits in the reserve account to replace lost or impaired credits.

o The reserve account should have a sufficient number of reserve credits to
replace lost or impaired credits listed and already used and assigned to offset
debits.

¢ Produce and maintain an adequate credit supply, regardless of the entity who creates
them.

For the 2020 reporting period, there is a deficit of both functional acres gained and credits in the
North Central and Southeastern Service Areas. This means that impacts of development projects
exceeded mitigation activities to offset the impacts. This is because a very small number of credits
were created in comparison to the development activities in both the North Central and
Southeastern Service Areas. Credits in these Service Areas were created primarily through efforts
to permanently plug and abandon oil or gas wells and to reclaim these sites (n=3 in the North
Central Service Area; n=1 in the Southeastern Service Area) and one Stewardship Account grant
closing in the North Central Service Area. Due to the relatively small geographic direct footprint of
oil and gas wells, the number of credits is very small; nonetheless, it remains important to
document reclamation of these sites and the removal of all above ground infrastructure.
Additionally, one Stewardship Account grant was awarded in the North Central Service Area in
2016, (Watson easement) and closed in 2020, creating 28,934.24 credits.
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Only one credit project was implemented in the southeastern service area during 2020. It was the
permanent plugging and reclamation of an oil/gas well that created 1,045.98 credits.

The objective to maintain sufficient credits in the Reserve Account to replace lost or impaired
credits was partially met. The balance of credits in the Reserve Account is presently below the total
number of credits available as of December 31, 2020. However, the Reserve Account balance has
been slowly growing and should be left to continue to grow. No reports of impaired credits were
received in the reporting period; thus there were no “draws” upon the Reserve Account of pooled
credits.

Table 20. Habitat-based objectives and whether the objectives were met within each Service Area
and on a statewide basis, for the 2020 reporting period

Habitat-Based Objectives Met? Yes/No/Partially
Habitat Cent_ral North Southwestern | Southeastern .
L Service Central . . Statewide
Objective . Service Area | Service Area
Area Service Area
Functional Acres
created equal to
or greater than Yes No Yes Yes Yes
Functional Acres
Lost
Credits Created
equal to or Yes No Yes Yes No
greater than
Debits
No Net Loss, Net
Gain Preferred Yes No Yes Yes No
Reserve Account | Partially Partially Partially Partially Partially
Balance (5,051.96) | (29,575.97) (9,191.49) (1,686.06) (45,505.48)

Adaptive management does not just occur at static intervals, it is a fluid process and one that the
Program, stakeholders, and interested publics continue to take part in throughout the years (Figure
27). Through the process of continual improvement, the Program developers and credit providers
learn and implement improvements to protocols, documentation standards, etc. For example, upon
request of the 2016 Stewardship Account grant applicants, the Program revised the 2019 grant
application process to include a preliminary application from would-be applicants and the
Program’s preliminary HQT score. With this preliminary information, would-be applicants can
assess the habitat quality of the project and the likelihood that it meets MSGOT’s priorities.

During this first adaptive management review, the Program envisions implementing the first minor
revision to the HQT basemap to replace individual spatial data layers with the most the most
recently available data from the same publicly available data sources used to create basemap v1.0.
For example, the Program is:
e currently working with an independent contractor to validate proposed project data
submitted by developers and determine implementation status, if possible, using the most
recent NAIP aerial imagery and other data sources. This is the same contractor hired in
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2015 to create the existing disturbance data layer. The contractor will also update the
anthropogenic disturbance layer with the most current wildfire information, including
adding recent burns and removing disturbance where old burns scars are no longer visible.
Correcting errors in spatial data and updating the 2015 disturbance data using the same
independent contractor assures data consistency and quality control, in addition to
expertise independent from Program staff;

e investigating whether there are any newly released vegetation layers;

e investigating the feasibility of updating the lek density layer originally created using 2015
data with the most current MFWP sage grouse monitoring data;

e identifying any new scientific literature that warrants material changes to the HQT or
policies.

A second area for an adaptive management focus is that the Program lacks knowledge of the status
and ultimate disposition of development projects for which it has completed a review. Additionally,
the Program lacks knowledge about when contributions to the Stewardship Account will be made
by developers who elect to offset impacts by making a contribution. See Figure 18.

Because there is no communication feedback mechanism between developers or the permitting
agency and the Program, the Program lacks knowledge about whether a permit was applied for and
when relative to the Completed Review date, whether the project is still in the permitting process,
whether a permit was issued and when, and whether a project was cancelled or when it was
implemented. In short, the Program lacks knowledge about whether a project did or did not
proceed. While time lags can be expected, their duration and the final disposition of the project is
unknown to the Program. The time lag between when the Program has completed its review and
when a project is actually implemented could be a year and sometimes much longer. In some cases,
proponents have cancelled projects altogether.

Another challenge associated with the lack of knowledge and the time lag is that the Program can’t
predict when a contribution to the Stewardship Account will actually be made when proponents
select that option. Contributions might be made within 1-3 weeks of when the Program completes
its review. On the other end of the spectrum, some contributions have been pending for up to two
years. Contributions are slated to be made after a developer obtains all necessary permits but
before implementation. As of December 31, 2020, developers have committed to offsetting impacts
of their projects through a contribution to the Stewardship Account, but $857,610.00 in
contributions is still pending (Figure 19).

Changes to reporting requirements and/or agency protocols would improve data integrity,
accuracy of disturbance data, fiscal management of the Stewardship Account, and accuracy of the
credit/debit ledger. Improvements here affect implementation of the existing mitigation
framework and associated business processes but not the framework or HQT itself. Until a
feedback mechanism and protocols are devised, the Program has followed up on a limited number
of specific projects to learn the status and disposition, in addition to hiring an independent
contractor to update the Program'’s existing disturbance spatial data. Both endeavors require staff
time and budget resources.

Stakeholders have engaged with the Program on a regular basis and will continue to do so. The
Program will work with MSGOT and stakeholders to identify additional topics and potential
priorities for an annual adaptive management review in 2021-2022. Any changes after just one
year should be minor in nature so there remains continuity of experience and data collection to
amass enough information to establish a track record to identify major substantive issues and to
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inform deliberations and eventual policy solutions. Nothing suggests that limitations or unexpected
outcomes have been so universally experienced by developers or credit providers that could not be
overcome through MSGOT’s deliberations or that would trigger a major review / overhaul on its
own merits at this time.

Once every five years, a more substantive adaptive management review should take place. See
Figure 27. Because 2020 marks the completion of only the second full year of implementing
Montana’s Sage Grouse Mitigation Framework, not enough experience and data have accumulated
to inform or identify areas needing substantive, material review, triggering major changes and
administrative rulemaking. A more substantive review would be targeted for 2023-2024.
However, in the intervening years, MSGOT remains available to address limitations of either the
HQT or mitigation policies in the interim.

ADAPTIVE

MANAGEMENT
STRATEGY

Figure 27. The Sage Grouse Habitat Conservation Program’s Adaptive Management Strategy.

Efforts to Improve Implementation

The Program routinely interacts with state permitting agencies and stakeholders to identify areas
of concern and cooperatively develop solutions on an ongoing basis. It's not possible to anticipate
every detail or scenario for such a new Program in its first years. This is especially the case for the
mitigation framework. However, a pragmatic, collaborative problem-solving approach has been
taken, alongside stakeholders, MSGOT, the Montana Legislature, state and federal agencies, private
landowners, and other interested organizations and parties when issues are identified.
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More specifically starting in the second half of 2019, efforts focused on 2019 legislative
amendments to the Stewardship Act. Efforts specific to the 2019 amendments continued into 2020.

Implementation of 2019 Legislative Amendments to the Stewardship Act

During the 2019 legislative session, Senate Bill (SB) 299 was passed and ultimately became law on
May 2, 2019, upon the Governor’s signature. Efforts to implement SB 299 have been ongoing since
that day. They included the following.

e The Program has been working directly with state agency permitting programs to develop
approaches to implement new Section 1 [clarifying the exemption for existing land uses and
activities] and new Section 3 [operations and maintenance activities exempt from HQT
calculations]. Considerations include roles, protocols, data, record keeping and reporting,
and the regulatory authorities of the respective state permitting programs. Collaboration
with the Montana Board of Oil and Gas and the Montana Department of Transportation has
already begun and will continue into 2021.

e Into 2020, the Program continued to work with stakeholders whose work incorporates
trenchless excavation to identify standards around what would be considered trenchless
and what type of machinery or methods would qualify. At their June 9, 2020 meeting,
MSGOT approved a Modified Approach to Mitigation Requirements Applicable to
Development Projects Utilizing Trenchless Methods. This modified approach will be
applied to disturbance types that are buried using equipment that meets the definition and
criteria of “trenchless” methods and that are not otherwise exempted from Executive Order
12-2015.

e The Program had already been implementing Section 1 of SB299 during the consultation
process because SB 299 simply codified some language from Executive Order 12-2015
pertaining to existing land uses and activities. For example, a project may have already had
a permit issued, but required additional or amended permits because the project changed,
or additional area was to be included in the project. Only the newly proposed portion of the
project was analyzed for purposes of compensatory mitigation, consistent with both
Executive Order 12 2015 and the new provisions of SB299.

e The Program and the Montana Department of Transportation (MDT) Environmental
Services Bureau have been working together to develop an approach to mitigation for
MDT'’s projects. Activities span simple activities like signage or noxious weed control to
major activities like bridge replacement or adding more lanes and widening to existing
roads. Some are considered operations and maintenance, while others are new.
Collaborative efforts were ongoing during 2020 and are expected to continue into 2021.

o Efforts to streamline implementation of the compensatory mitigation review process are
also underway. The Program released an RFP to incorporate mitigation and the HQT into
the existing web application, along with other upgrades. The RFP process was completed,
and a contract was executed in mid-2019. Efforts continued through 2020 and will
continued into 2021.
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GIFTS, TRANSFERS, BEQUESTS, or DONATIONS

The Act also provides that MSGOT can review and decide whether to accept offers of grants, gifts,
transfers, bequests, or donations of money, personal property or interests in real property other
than fee simple. The Act also requires the Program to report any activity regarding appropriations,
gifts, transfers, bequests, or donations received, including interest in real property on behalf of the
Program. No such activities occurred in 2020.

PRIVATE LAND STEWARDSHIP

One of the keys to conserving sage grouse in Montana is conserving native rangeland (sagebrush
grassland areas owned by private citizens), where almost 70% of Montana’s sage grouse live.
Through their stewardship, Montana landowners have played an important role in conserving sage
grouse and sage grouse habitat. Private landowners will continue to play an important role in the
future by helping to avoid a future listing under the federal Endangered Species Act.

Because loss and fragmentation of habitat is the key issue for sage grouse conservation, the 2015
Montana Legislature appropriated funds through the Stewardship Act to address threats to habitat.

Conversion of native range to cultivated cropland has been identified as a key threat to sage grouse
habitat and population persistence by USFWS. It was recently shown that lek density may be
reduced by more than 50% in the face of a 10% increase in cropland within 12.4 miles.
Importantly, if one parcel of land is converted, lek persistence in a “landscape ten times the size” of
the parcel itself could be “strongly” reduced. Therefore, efforts which conserve intact sagebrush
landscapes already having little or no existing cropland contribute favorably to sage grouse
persistence, particularly where the risk of conversion exists.

Sage grouse are a landscape scale species. Habitat conservation efforts such as conservation
easements maintain sagebrush cover and distribution at finer scales, thereby maintaining
opportunities for population connectivity, and in turn, population persistence at larger scales.
Private lands are a vital and integral part of effective sage grouse conservation.

Landowners promote and support private land stewardship, often without any engagement with
state or federal agencies. However, collaborative opportunities and assistance with range
improvements are available through the NRCS Sage Grouse Initiative, NRCS EQIP, U.S. Fish and
Wildlife Service Partners for Fish and Wildlife Program, and the Soil and Water Conservation
Districts of Montana. In many situations, range improvement projects also are undertaken in
conjunction with the U.S. Bureau of Land Management, the U.S. Forest Service, and/or DNRC State
Trust Lands as projects cross multiple surface landownerships and are implemented to attain
maximum benefits to both the agricultural producer and the public land management agency.

Private land stewardship can also be encouraged through participation in candidate conservation
agreements with assurances. This tool enables a private landowner to voluntarily enter an
agreement that specifies land use practices that be undertaken going forward, and in some cases
land use practices that will not be allowed in exchange for federal assurances that if sage grouse
were ever listed under the federal Endangered Species Act those land use practices can continue
without fear of enforcement of the Endangered Species Act prohibitions on take (which includes
modification of habitat). Further, if sage grouse were ever listed, the federal government could not
impose new or different restrictions. This means that participants to these agreements voluntarily
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commit to implement specific actions designed to remove or reduce threats to the covered species,
so that listing may be necessary. In exchange, participating private landowners receive assurances.

According to the U.S. Fish and Wildlife Service, implementing conservation efforts before species
are listed and their habitats become highly imperiled increases the likelihood that simpler, more
cost-effective conservation options are available, and that conservation efforts will succeed. In
addition, through early conservation efforts before species are listed, resource managers and
property owners have more flexibility to manage their resources and use their land.

In the recent past, Montana landowners lacked the option to enter a Candidate Conservation
Agreement. However, The Nature Conservancy of Montana worked with the U.S. Fish and Wildlife
Service to develop a template agreement for Montana private landowners. This document titled
Montana Greater Sage-grouse and Declining Grassland Songbirds Programmatic Candidate
Conservation Agreement with Assurances was approved and signed on January 3, 2018. As a result,
The Nature Conservancy can now enter agreements with willing private landowners regarding
their agricultural practices. If sage grouse are ever listed under the Endangered Species Act, federal
government would issue The Nature Conservancy a “take permit” (i.e. enhancement of survival
permit) and participating landowners receive assurances under the permit for having entered into
an agreement with The Nature Conservancy. Additional information is available from The Nature
Conservancy.

INTERAGENCY COLLABORATION

Throughout 2020, the Program periodically consulted with the USFWS to assure the State is kept
abreast of efforts to establish the process for how the status review may be conducted, or any
changes to federal policy that might affect Montana’s Conservation Strategy. This included
conference calls to discuss data needs, schedules, and tasks needed to meet anticipated status
review requirements.

The Program participated in the monthly Western Association of Fish and Wildlife Agency Range-
wide Interagency Sage-grouse Conservation Team conference calls. This affords the opportunity
for Montana to stay abreast of developments in other states, learn of new research work products,
and coordinate its activities across the range as appropriate.

The Program continued to meet periodically with FWP, USFS, BLM, USFWS, and NRCS to coordinate
efforts. Coordination with FWP is particularly important in that FWP makes vital contributions to
the Program, including compiling seasonal lek survey data, conducting and sharing ongoing
research results, and providing critical input for mitigation tools and policy development.

The Program continued to coordinate closely with other state agencies and entities, including the
Montana Legislature and the Environmental Quality Council, Montana Department of
Transportation, and Montana Board of Oil and Gas Conservation, as these entities implement their
own programs and statutory duties.

In 2020 the Program continued to develop it's unique and productive relationship with the BLM.
Montana BLM land use plans and amendments continue to implement the State of Montana’s DDCT
calculation method which provides important consistency across Montana’s checkboard land
ownerships and management boundaries. The State and BLM also continued to work closely on
development of the HQT model and policy processes to ensure coordinated responses to



development projects throughout the state. Thus, the Program provides technical support and
stores data that will ultimately assist the BLM in demonstrating implementation and compliance
with its own land use plans and amendments.
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APPENDIX A

Montana Sage Grouse Conservation Benchmarks: 1965-2020

1965 - 2005
Sage Grouse Population Declines across 11 western states

USFWS received eight different petitions to protect the sage grouse under the federal Endangered
Species Act. All were denied.

Threats: habitat loss, habitat fragmentation, conversion, lack of regulatory mechanisms at the state
level.

In 1975, Montana Department of Fish and Game publishes Life History and Habitat Requirements of Sage
Grouse in Central Montana in cooperation with the BLM (Wallestad, 1975). This publication described the
results of ten years of intensive research on the life history of sage grouse in the Yellow Water Triangle Area.
The project presented findings that sage grouse do not adjust to new patters of land use which eliminate or
seriously disturb any of their seasonal ranges and that their existence depended on the ability and willingness
to maintain vital habitat.

2005

Montana Fish, Wildlife & Parks first management plan

Management Plan finalized.

Important sage grouse habitats mapped.

FWP ramped up conservation efforts: local working groups, leasing key habitats, conservation
easements.

Montana Fish, Wildlife & Parks delineates core areas based on lek density, telemetry data, and
habitat suitability.

USFWS decided sage grouse warranted listing under ESA range wide but did not due to other higher
priorities.

2013

Sage grouse a “candidate” species for listing [listing was warranted but precluded].

Key threats: habitat loss, fragmentation, inadequacy of state regulatory mechanisms, energy
development infrastructure, invasive species, conversion, etc.

USFWS decision challenged in federal court.

USFWS entered a legal settlement agreement requiring it to conduct status review.

Decision whether to list sage grouse range wide due by Sept. 30, 2015.

Montana’s only “official” conservation efforts was the 2005 FWP Management Plan and its
implementation; not considered a robust enough regulatory mechanism; new research and science
available since 2005 and new or expanded potential threats to habitat and populations created need
for Montana to update its plan and policies.

Federal land management agencies initiate planning efforts specific to sage grouse.

Governor Bullock convened the Greater Sage Grouse Conservation Advisory Council.

Diverse stakeholders asked to recommend conservation measures to address threats; met nine
times.

Shared goal: conserve the bird and habitats to preclude the need to add sage grouse to the federal
ESA list of threatened and endangered species.

USFWS indicated that Montana’s strategy must provide certainty to the USFWS that it will be
implemented and that, once implemented, it will be effective in protecting habitat and conserving
populations.
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e Significant public involvement; seven public hearings; 34-day written comment period
¢ Completed work and made final recommendations to the Governor January 29, 2014

2014
Governor Bullock issued Executive Order 10-2014 in September, setting forth Montana’s Conservation
Strategy.

¢ Based on the Advisory Council’s 2014 recommendations.

e Establishes regulatory mechanisms to guide development, address habitat threats.

e Creates Sage Grouse Habitat Conservation Program (Program).

o “All hands, all lands, all threats”.

e Conserve sage grouse and habitats.

e Maintain flexibility and authority to manage Montana’s own lands, economy, and wildlife.

e Very similar to Wyoming’s Strategy, which USFWS already accepted.

2015-2016
Montana Legislature passed the Greater Sage Grouse Stewardship Act, effective May 2015.

e Created the Montana Sage Grouse Oversight Team (MSGOT).

e Established the Sage Grouse Stewardship Fund (Fund).

e Appropriated $10M for the Stewardship Fund Grant Program to conserve habitat, incentivize private
land stewardship, create advance pool of compensatory mitigation credits.

e Biennial appropriation to implement Montana’s Conservation Strategy through the Program.

¢ Demonstrated Montana’s commitment to implementation.

o Statutory framework complementing Executive Order.

o Financial through appropriations.

o Ability and capacity to implement Conservation Strategy.

Governor Bullock issued Executive Order 12-2015 on September 8, 2015.

e Recognized passage of the Montana Greater Sage Grouse Stewardship Act.

e A few updates to Executive Order 10-2014.

e Program fully operational in all respects no later than January 1, 2016.

Program Manager started September 9, 2015.

e Begin implementation of Conservation Strategy.

e  Program reports to MSGOT; administratively attached to DNRC; DNRC provides critical services and
efficiencies for administrative, fiscal, legal, and computer support.

USFWS announced decision that listing was “not warranted” range wide on Sept. 22, 2015.
USFWS Published “Not Warranted” Final Rule Oct. 2, 2015.

e Threats reduced from 2010 by State Conservation Strategies and federal land use plans and
amendments (BLM and USFS).

e Follow through on commitments critical to future decisions on status.

e Status review in 2020 to see if the states and federal land management agencies implemented their
respective commitments and whether the strategies were effective at conserving populations and
habitat.

Many 2015 BLM and USFS land use plans litigated, in Montana and elsewhere; ongoing.

USFS land use plan on the Beaverhead-Deer Lodge National Forest implemented in Montana; litigated
elsewhere.

USFWS adopted 2 mitigation policies through rulemaking

e USFWS Final Mitigation Policy (“umbrella”) published in the Federal Register November 21, 2016
with an effective date of November 21, 2016. Applies to USFWS federal trust fish and wildlife
resources. (81 Fed. Reg. 83440).

o Provided overarching guidance to USFWS for all actions for which USFWS has specific
authority to recommend or require mitigation of impacts to fish, wildlife, plants, and their
habitats (i.e. federal trust species).

e USFWS Final ESA Compensatory Mitigation Policy published in the Federal Register December 27,
2016 (81 Fed. Reg. 95316).

o Applied to all forms of mitigation for all species and habitat protected under ESA for which
USFWS has authority.
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o USFWS revised requirements for petitions to list, reclassify, or delist species under ESA Section
4(b)(3) through rulemaking.

e USFWS revised the requirements for new petitions and published new rules on September 27, 2016
(81 Fed. Reg. 66462).

e USFWS revised a policy to increase state agency roles and participation in ESA activities and
particularly ESA Section 4 (listing and recovery).

e USFWSrevised a 1994 policy, published new regulations February 22, 2016 (81 Fed. Reg. 8663).

2017

U.S. Department of Interior issued Secretarial Order 3353 on June 7, which established the Sage Grouse
Review Team to review federal sage grouse plan amendments and revisions completed on or before
September 2015.

The Report in Response to Secretarial Order 3353 was forwarded to the Secretary of the Interior on August 4.
The Report included recommendations for immediate implementation of short term recommendations,
initiation of stakeholder engagement for revisions, and investigation of potential plan amendments. In some
cases, recommendations were very specific.

On August 4, the Secretary of the Interior directed that the recommendations in the Report in Response to
Secretarial Order 3353 be implemented.

The U.S. Department of Agriculture separately decided to follow a parallel process to consider amending the
USFS land use plans and amendments specific to sage grouse. The USFS accepted public scoping comments
from November 21, 2017 through January 19, 2018.

On October 11, BLM publishes a Notice of Intent to amend all, some, or none of the land use plans that
address sage grouse management in the Federal Register and requests public comment. Montana submits a
letter in response to the published Notice of Intent. Scoping comments accepted through December 1.

On October 25, MSGOT Chair John Tubbs provided both written and oral testimony to the U. S. House
Committee on Natural Resources during a hearing entitled “Empowering State-Based Management Solutions
for Greater Sage-Grouse Recovery.” The testimony focused on Montana’s perspectives on how Congress and
the federal Administration can most effectively empower state management for Greater Sage-grouse.

2018
USFWS approved TNC Candidate and Conservation Agreement with Assurances (CCAA), a voluntary habitat
conservation tool for private lands.
e Provides assurances to landowners in a CCAA that they will not be subject to additional limits on
agricultural practices should sage grouse become listed under the ESA in the future.

In January, BLM releases the Scoping Report for Potential Amendments to Land Use Plans Regarding Greater
Sage-Grouse Conservation. The USFS released its public scoping comment summary in March.

January - February: The BLM Washington Office completed and issued six new Instruction Memoranda (IMs)
with relevance to sage grouse habitat and land use plans / amendments.

In February, in consultation with Montana, the Montana/Dakotas BLM Office and the Beaverhead Deerlodge
National Forest decided not to amend their respective land use plans / amendments aimed to conserve sage
grouse. It was decided to address any implementation challenges through adaptive management,
administrative tools, employee training, and local guidance.

In May, BLM released draft land use plan amendments for sage grouse and draft environmental impact
statements for the states of Colorado, Idaho, Nevada/California, Oregon, Utah, and Wyoming. No
amendments were proposed for the state of Montana. Through the remainder of 2018, BLM works on public
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comment analysis, and drafting final plan amendments, final environmental impact statements, and records
of decision. No documents were released by the end of calendar 2018.

From October 2018 through January 3, 2019, USFS conducted public meetings and accepted public comments
on draft environmental impact statements for the states of Colorado, Wyoming, Nevada, Idaho, and Utah.

In December, BLM released Instruction Memorandum 2019-018 on compensatory mitigation, superseding all
previous policies regarding compensatory mitigation. The IM allows BLM to consider voluntary proposals for
compensatory mitigation and to consider state-mandated compensatory mitigation but prohibits BLM from
requiring mitigation from public land users for any impacts attributed to their activity/ies. The BLM must
refrain from authorizing any activity that causes unnecessary or undue degradation. The result is that for
activities on BLM lands that do not require a state permit, compensatory mitigation is voluntary. If a state
permit is required (in addition to BLM authorization), Montana’s sage grouse mitigation framework is
applicable to impacts on BLM lands.

In December, the Western Governors Association (WGA) unanimously adopted a policy resolution supporting
compensatory mitigation.

2019

The BLM Montana-Dakotas State Office, in consultation with the State of Montana affirmed the 2018 decision
not to amend the 2015 land use plans / plan amendments. The BLM and the State of Montana continue to
work collaboratively to implement a well-coordinated “all lands, all hands” approach to sage grouse
conservation.

State of Montana finalize a mitigation framework and habitat quantification tool and adopts final
administrative rules. Rules took effect January 11, 2019. Montana’s mitigation framework is implemented
throughout 2019, based on the Oct. 2018 Montana Mitigation System Policy Guidance Document for Greater
Sage Grouse v. 1.0 and the Oct. 2018 Montana Mitigation System Habitat Quantification Tool Technical
Manual for Greater Sage-Grouse 1.0.

The Montana Legislature amends the Stewardship Act to codify some provisions of Executive Order 12-2015
and to adopt a statutory mitigation goal of “no net loss [of habitat], net gain [of habitat] preferred.”
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APPENDIX B

Montana Conservation Strategy: 2015-2020 Implementation Chronology

2015

May 2015
e May 7: Governor Bullock signed the Stewardship Act [effective upon passage and approval].

July 2015
e July 1: $10M is transferred from the general fund to the Stewardship Account.

September 2015
e September 9: Program manager began employment.

e September 18: first MSGOT meeting.

September — November 2015
e Initiate rulemaking for Stewardship Fund Grants with proposed administrative rule.

e Develop and launch Program website.
e November 17 MSGOT meeting:
o Approved proposed administrative rules to implement the Stewardship Act’s grants for
publication in the December 10, 2015 edition of the Montana Administrative Register. Public
comment on the rule opened.

December 2015
e December 15 MSGOT meeting, approved:

o Three step-down documents related to the proposed grant rules considered: (1) MSGOT
procedures for receiving and processing grant applications; (2) a document summarizing the
eligibility and evaluation criteria for grants set forth in the Act; and (3) a draft grant application.

e Draft grant documents published to the Sage Grouse Program’s webpage.

2016

January 2016

e January 1: Program begins implementing consultation requirements of Executive Order 12-2015.

e Public hearings on the proposed administrative grant rules in Malta, Roundup, and Dillon. Printed
copies of the proposed rule, draft MSGOT Procedures 01-2016, Draft Eligibility Criteria and Guidance
document, and a draft application were available at the hearings and on the Program webpage.

February 2016
e February 19 MSGOT meeting:
o Adopted the proposed administrative grant rules as final
o Endorsed Procedures 01-2016; approved the Eligibility Criteria and Guidance document.
o Directed the Program to move forward and have submitted applications available for its review
and decision-making during the May 24, 2016 MSGOT meeting.
e February 22: Administrative Rule Adoption Notice filed with the Montana Secretary of State’s Office.
e GIS Coordinator began employment; two experienced wildlife biologists begin employment as short
term workers for 8-10 weeks.

March 2016
e March 5: Final administrative grant rules become effective.
e March 17: Program announced through its list serve and a media release that MSGOT opened the
first Stewardship Fund grant cycle.
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March 31: Final administrative grant rule replacement pages submitted to the Montana Secretary of
State’s Office.

April 2016

April 8: Stewardship Fund Grant application deadline.

o Program and Peer Review of applications; assemble independent data to assess sage grouse
habitat values as a surrogate for the habitat quantification tool.

April 11: Environmental Science Specialist began employment.

April 19 MSGOT meeting:

o Approved programmatic exceptions to Executive Order 12-2015 consultation requirements so
that Program review is not required for activities requiring a state permit or authorization under
the following circumstances:

— incorporated city limits
— certain Dept. of Labor permits and licenses
— certain Dept. of Environmental Quality permits (solid waste).

o Approved deviation from the No Surface Occupancy requirement for a Mont. Dept. of
Transportation highway reconstruction project.

Complete two RFP processes to select contractors for IT-related Program needs: (1) create consistent

digitized GIS layer of existing anthropogenic disturbances for the Density Disturbance Calculation

Tool; and (2) new website and integrated web application tool for the consultation process (SG2.0).

May 2016

May 24 MSGOT meeting:

o reviewed nine grant applications; five selected for funding (four conservation easements and one
habitat restoration project); others to be reconsidered in the future.

— projects selected for funding totaled $3,099,500
— 1100 acres habitat restoration in Core Area, southwest Montana
— 34,688 acres conservation easement in central and northeast Montana Core Areas.

o Approved programmatic exceptions to Executive Order 12-2015 consultation requirements so
that Program review is not required for activities requiring a state permit or authorization under
the following circumstances:

— Clarified exception for Butte-Silver Bow and Anaconda-Deer Lodge city-counties
—  Certain Dept. of Environmental Quality permits (air).

June — October 2016

Program negotiations with grant recipients on grant agreement, conservation easement documents,
and compensatory mitigation.

Environmental Science Specialist (second and final) began employment.

Through Sept. 9, Program reviewed 687 submissions for consultation; 55 projects cancelled;
Program completed 578 consultations (91%).

September 16: First mitigation stakeholder holder meeting

o Two areas of emphasis: policy guidance and habitat quantification tool (HQT).

Ongoing contract oversight for development of consistent existing disturbance GIS data and SG 2.0
web platform.

October 26: Mitigation stakeholder meeting.

November 2016

November 1: Mitigation stakeholders meeting.

November 9-10: Mitigation stakeholder HQT subcommittee meeting; presentation and discussion of
Denbury Resources and SWCA Environmental Consultants (a professional collaborator) example
approach; also discussed draft administrative rules.

November 16-17: Mitigation stakeholders meeting; consensus that more time was needed on both
general policy and HQT prior to finalizing draft administrative rules for MSGOT’s consideration.
November 18 MSGOT meeting:
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o Reviewed Draft DEQ Internal Guidance document.
Information on Cloud Peak Energy Haul Road Corridor project.
o Mitigation Guidance and HQT presentation by mitigation stakeholders on progress to date given
by Denbury Resources and The Nature Conservancy.
o Discussed draft mitigation proposed administrative rules but acknowledged that stakeholders
wanted more time.
o Stewardship Fund Grants:
— 44 Ranch Conservation Easement MSGOT final approval given.
— Proposals Deferred for Future Reconsideration:
= Hansen Ranch Conservation Easement: MSGOT awarded funding contingent on grant
applicant securing and documenting matching funds by Sept. 30, 2017.
=  Smith Conservation Easement: MSGOT deferred action.
November 29: First proposal funded through the Stewardship Act closed (44 Ranch Conservation
Easement, 18,033 acres in Petroleum and Fergus counties).

O

December 2016

December 6 MSGOT meeting:

o Reviewed ongoing DEQ permitting for Cloud Peak Energy Haul Road Corridor

o Authorized exemption from the Executive Order 12-2015 consultation requirements for
implementation of the Colstrip Steam Electric Station Administrative Order on Consent.

o Approved proposed administrative rules for Mitigation Guidance and the Habitat Quantification
Tool and directed the Program to move forward with formatting and publication in the Montana
Administrative Register; solicit public comment on line and schedule formal hearings.

o Stewardship Fund Grant Agreements
— Thomas L. Watson Conservation Easement: reviewed and approved for execution
— Raths Livestock Corp. Conservation Easement: reviewed, approved for execution

December 16: mitigation stakeholder conference call.

December 19: HQT draft document v1.0 completed, provided to mitigation stakeholders for review

and comment.

December 23: Mitigation stakeholder comments on draft tool and framework due; draft

administrative rules published in the Montana Administrative Register.

2017

January - February 2017

January 12: public hearing on mitigation proposed administrative rules (Dillon).

January 16: public hearing on mitigation proposed administrative rules (Roundup).

January 17: public hearing on mitigation proposed administrative rules (Malta).

January 23: public comment period closed on proposed rules; ultimately rulemaking was terminated

with stakeholder support; final rules were not adopted because stakeholders desired more time.

January 25: mitigation stakeholder webinar on HQT

January 31 and February 1: Mitigation stakeholders workshop, Helena.

o Review updated Habitat Quantification Tool GIS model.

o Review Guidance and Procedures Policy concepts for compensatory mitigation, discussed the
basics of the crediting and debiting process.

o Sage Grouse Habitat Conservation Program SG 2.0 Website Demonstration.

o Discussion of 34 and 4th Order Assessment Methods and Protocols.

February 16: mitigation stakeholder webinar on policy guidance document.

March 2017

March 1 and 2: Mitigation stakeholders workshop, Helena

o Reviewed progress on quantifying conservation benefits (credits) using HQT, SWCA.

o Confirmed first and second orders remain settled, that 34 order methodology and data sources
are appropriate, and discussed 4t order assessment approach and protocol.
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o Explored approaches for quantifying impacts using HQT with SWCA.
Introduced concepts for potential impact models.
o Learned about Sweetwater Ranches Conservancy - a USFWS-approved conservation bank in
Wyoming.
o Discussed DRAFT Guidance and Procedures Document with Willamette Partnership.
e March 27: mitigation stakeholder webinar on HQT.

O

April 2017

e April 4 and 5: Mitigation stakeholders workshop, Bozeman

o Discussed how the mitigation approach would work under Stewardship Account and other
mechanisms.
Discussed DRAFT Guidance and Procedures Document.
Reviewed impact model methodology and types of expected results.
Discussed types of projects that should be considered for functional acre gains.
Reviewed state-wide modeling efforts and looked at completed hypothetical examples.
Discussed next steps including modeling additional hypothetical projects desired by stakeholder
group, and documentation of HQT process and protocols.

o Discussed remaining challenges: Legal protection, Financial assurances, Baseline, Multipliers
and discounts.

o Assigned individuals to follow-up focus call groups for resolving outstanding issues such as site-
specific verification/validation data surveys, wind farm impact curves, and transmission line
definitions and buffers.

o Discussed merits of finalizing proposed rules relative to draft nature of the mitigation
documents.

e April 24-27: five mitigation stakeholder webinars - small working groups each focused on specific
topics.

O O O O O

May 2017
e May 7: mitigation draft documents distributed to full mitigation stakeholder group for review and
comment.

June 2017
e June 1and 2: Mitigation stakeholders workshop, Helena

o Discussed how the mitigation process would work by integrating the Guidance document with
the Habitat Quantification document.
— Draft Habitat Quantification Tool Technical Document with SWCA.
- Draft Mitigation Guidance and Procedures Document with Willamette Partnership.
- Substantive comments on key issues to seek resolution, determine final direction.
- Need for Scientific Peer Review of final draft documents.
- Details regarding Rulemaking process.
- Timing and process for future MSGOT consideration of final documents and designation of

the HQT.

e June 2 MSGOT meeting:
o Approved the reallocation of funds from the Hansen conifer reduction project to the Hansen
Conservation Easement.
o Heard proposals to reconsider two conservation easement applications
=  Weaver Ranch Conservation Easement: approved award of $300,000.
=  Smith Conservation Easement: approved award of $36,000.
o Mitigation presentations by professional collaborators and stakeholders:
= Draft Mitigation Guidance Document: Willamette Partnership.
= Draft Habitat Quantification Tool Document: SWCA Environmental Consultants.
o Directed Program to finalize the draft Guidance and HQT documents and rulemaking.
e June 29: mitigation stakeholder conference call.
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e July 8: mitigation stakeholder webinar on policy guidance document and HQT technical manual;
request for comment.

August 2017
e August 31 MSGOT meeting:

o MSGOT endorsed exempting range improvement projects (e.g. removal of conifers encroaching
into sagebrush areas) from the DDCT 5% disturbance cap limit.
=  where it can be shown they are short term, impacts are temporary, and have documented

habitat benefits.

= individual projects still reviewed by Program and all EO 12-2015 stipulations apply.

o Montana Land Reliance found alternative funding for Smith Conservation Easement and
withdrew request; other easements funded by MSGOT not expected to close this year.

o Dept. of Env. Quality working with Program to identify potential permit types that could receive
Program review exemptions.

o NRCS provided information on grazing management research on private lands.

o BLM provided information on Instruction Memorandum MT-2017-037.

o BLM and USFS provided their agency’s perspective on Secretarial Order 3353.

November 2017
e November 3 MSGOT meeting:
o No executive action taken during this meeting,
December 2017
e December 15 MSGOT meeting:

o No executive action taken during this meeting.

o Development of Sage Grouse Mitigation: Program presentation in Parts I, II, and III; HQT and
Policy Guidelines development, goals, challenges, and upcoming decisions

o Presentation of HQT results for hypothetical credit and development projects.

2018

January 2018
e January 30 MSGOT meeting:

o

April 2018

MSGOT executed the Grant Agreement and approved funds to proceed with the Hansen

Livestock Company Conservation Easement agreement, with contingencies, and to begin the

Environmental Assessment process for public comment and review of terms.

MSGOT approved a narrow programmatic exception from consultation requirements of

Executive Order 12-2015 for DEQ Water Protection Bureau for renewal and modification of

certain Pollutant Discharge Elimination System and Montana Ground Water Pollution Control

System permits for existing facilities.

=  exceptions specific to permits for modifications of permanent facilities, minor modifications
to existing permits with no new disturbance or disrupting activities.

Program presentation and MSGOT discussion: Development of Sage Grouse Mitigation: Special

focus on portions of the July DRAFT Guidance Document, and how the HQT and Guidance

documents work together.

MSGOT decided to provide an opportunity for additional public and agency comments on the

proposed rules, focusing on remaining issues where there is not consensus.

o April 26 MSGOT meeting:

o

MSGOT approved the Cloud Peak Energy’s Spring Creek Mine Amendment 5 Transportation
Corridor Mitigation Plan.
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May 2018
e May 4 MSGOT meeting:

o MSGOT approved initiation of the second Stewardship Account grant cycle with discussion
around streamlining and clarifying the MSGOT approval process.

o Program presentation of the Draft Mitigation HQT Technical Manual.

o Program presentation of the Draft Mitigation Policy Guidance Document, with discussion
regarding how the HQT calculates direct and indirect effects, and how existing disturbances are
evaluated.

o Program presentation of proposed Administrative Rules to adopt the Draft HQT Technical
Manual and the Draft Mitigation Guidance Document.

o MSGOT decided to extend the public comment opportunity and obtain additional mitigation

stakeholder group input prior to initiating rule making.

May 16: mitigation stakeholder meeting.

July 2018
July 5 through August 5: mitigation stakeholder and public comment period on the July 2018 Draft

Sage Grouse Mitigation Policy Guidance Document and the July 2018 Draft Sage Grouse Mitigation
Habitat Quantification Tool Technical Manual.

July 5 - August 16: July 2018 draft mitigation documents under independent scientific peer review.
July 24 MSGOT meeting:

o

MSGOT approved the Hansen Livestock Company Conservation Easement Final Environmental
Assessment, Proposed Decision Notice and Stewardship Fund contribution with discussion
regarding compatibility between subsurface mineral rights and easements, and how landowners
can use tax benefits.

September 2018
September 14 MSGOT meeting:

o

Program presentation on the Montana Mitigation System: Policy Guidance Document September
2018 version 1.0 and Habitat Quantification Tool Technical Manual September 2018 version 1.0
Program presentation and proposed timeline on the proposed Administrative Rules to adopt the
Draft Mitigation HQT Technical Manual and the Draft Mitigation Guidance Document, initiating
the public comment period, and subsequent final MSGOT decision to adopt.

MSGOT discussed additional public comment and the process and timing for adoption of the
proposed Administrative Rules to adopt the Draft HQT Technical Manual and the Draft
Mitigation Guidance Document; deferred executive action on whether to initiate rulemaking until
October to allow for final opportunity for stakeholder and public input.

BLM presentation on disturbance management maintenance action to align the disturbance cap
from 3% to 5% for consistency with the State Program, and further integrate BLM consideration
of Executive Order 12-2015, MSGOT actions, and the Program when making decisions.

MSGOT approved the Raths Livestock Conservation Easement and Decision Notice.

MSGOT approved the KXL Pipeline and Associated Facilities Conservation and Mitigation Plan
and contribution to the Stewardship Account.

MSGOT approved the Denbury Cedar Creek Anticline CO2 Pipeline Mitigation Plan, noting
creative permittee-responsible approach and voluntary multipliers to maximize conservation
and create a surplus of credits available to future projects.

MSGOT approved the ONEOK Elk Creek Pipeline Project Mitigation Plan and contribution to the
Stewardship Account.

MSGOT approved the American Colloid Company Daun West Mitigation Plan and contribution to
the Stewardship Account.

October 2018
October 4 MSGOT meeting:
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o MSGOT discussed various policy options available to developers to meet debit obligations and
changes to HQT model inputs for tall structures and transmission lines.

o MSGOT approved adoption of the October 2018 version 1.0 Policy Guidance Document and the
October 2018 version 1.0 Habitat Quantification Tool Technical Manual subject to changes
discussed and approved during this meeting specific to tall structures and transmission lines.

o MSGOT approved initiation of formal rule-making and public comment for the proposed
Administrative Rules.

o MSGOT approved re-calculating American Colloid Company’s Stewardship Account contribution
for the Daun West Mitigation Plan to apply the 3% discount method.

e October 5-15: Program incorporated MSGOT’s October 4t directives into the October 2018 v1.0
Policy Guidance Document and the October 2018 v1.0 Habitat Quantification Tool Technical Manual.
Published the final documents to MSGOT’s webpage.

e October 19: proposed mitigation administrative rules published in the Montana Administrative
Register; public comment accepted through November 19.

November 2018
e November 9: public hearing on proposed mitigation administrative rules.

December 2018
e December 18 MSGOT meeting:

o MSGOT noted the Western Governors Association unanimous adoption of policy resolution
covering support for compensatory mitigation, mitigation strategies with federal partners,
clarification of state authority, and important mitigation principles. MSGOT actions and MT’s
approach to mitigation have been consistent with this newly-adopted policy, and that although
other states may have diverse approaches, all 22 governors supported the resolution.

o MSGOT formally adopted Administrative Rules on Stewardship Grants and Mitigation; directed
the Program to immediately begin preparing all that was necessary to implement the HQT and
the policy guidance when final rules took effect in early 2019.

o MSGOT approved the Rosebud Coal Mine AM5 Greater Sage-grouse Mitigation Plan.

o MSGOT approved the American Colloid Amendment 5 to Opencut Permit 8 Warren Mine Site
sage grouse Mitigation Plan.

o MSGOT approved the NorVal Cooperative Inc., Black Coulee Transmission Line Project Mitigation
Plan.

o MSGOT approved the Big Flat Electric Cooperative PS-09 Transmission Line Project Mitigation
Plan.

o MSGOT approved the TRECO Fallon Transmission Line for Keystone XL Pump Station PS13 sage
grouse Mitigation Plan.

2019

January 2019

e January 11: Final administrative rules on mitigation and the Habitat Quantification Tool took effect.

March 2019
e The Program released a request for proposals (RFP) to solicit bids from potential contractors to
update the web application, incorporate mitigation, the Habitat Quantification Tool, and the
credit/debit registry in the current web application.

April 2019
e April 25 MSGOT meeting:
o MSGOT approved Denbury Resources Permittee Responsible Credit Project to offset impacts
of a major pipeline - Ringling Ranch Limited Partnership Conservation Easement. Denbury
worked directly with the Montana Land Reliance which will hold the easement and provide
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annual reports to the Program assuring the future integrity of the credits calculated for the
project.

o MSGOT granted a partial waiver of a portion of compensatory mitigation triggered by a
cellular communication tower proposed by Triangle Communications that would be located
in a Core Area at DY Junction on Highway 191. Triangle had soughta 100% waiver based on
economic hardship. See the final minutes of the meeting for a complete record.

o Informational presentation on the Mud Springs Wind Facility Project located near Bridger,
MT in Carbon County. The Project was initially scoped out in 2014 and had changed hands
several times before ultimately being purchased by PacifiCorp from Innogy.

May 2019
e May 2: 2019 legislative amendments to the Stewardship Act (SB 299) became law.

e May 14 MSGOT meeting, single agenda item:

o MSGOT decided that the boundary delineating the project area identified ina 2014
stormwater discharge permit issued by Montana DEQ constituted the portion of the project
area that pre-dated Executive Order 12-2015. MSGOT determined that mitigation would not
be required for any project elements located with the boundary delineated in the 2014
permit. MSGOT afforded PacifiCorp full discretion to site additional project infrastructure
outside the 2014 boundary (including wind turbines even though new wind facilities are
barred from Core Areas) but also required mitigation for anything PacifiCorp decided to
locate outside the 2014 boundary.

June 2019

e The Program executed a contract with ProWest & Associates to update the existing disturbance
spatial data layer using the most current 2019 NAIP imagery, and to verify whether development
projects submitted to the Program had been implemented (and if so, to verify and correct if needed,
the spatial data provided by developers to the Program).

e The Program executed a contract with Sitka Technologies to update the web application, incorporate
mitigation, the Habitat Quantification Tool, and the credit/debit registry. Because Sitka Technologies
had designed and built SG1.0, it was expected that they would hit the ground running. The Program
worked closely with Sitka Technologies throughout the second half of 2019 to prepare an initial
batch of enhancements and improvements to the existing web application that would be released in
January 2020.

September 2019
e September 18 MSGOT meeting:
o Selected six projects to receive funding from the Stewardship Account: three perpetual
conservation easements and three term leases.
=  Marc Lewis Property Conservation Easement
= Sauerbier Ranch Conservation Easement.
=  Willow Basin Ranch Conservation Easement.
= King Ranch 30-Year Term Lease.
=  Schultz-Gran Prairie 25-Year Term Lease and Restoration.
=  Burgess 30-Year Term Lease and Restoration.

o Substantive discussion regarding the valuation, baseline adjustments, and credit calculation
methodology for term leases vs. perpetual conservation easements. Also discussion around
complexity of land protection instruments like easements or leases and capacity for
enforcement, proper monitoring, and documentation. Tentative direction provided to staff
to refrain from negotiating any additional term leases in subsequent Stewardship Account
grant cycles until the policy concerns were addressed by MSGOT during a future meeting,.

November 2019
e November 15: Introductory conference call with stakeholders interested in participating to develop
a modified policy approach to development projects utilizing trenchless excavation methods in
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response to SB 299 directives that became law in May, 2019. Goal was to determine desired
outcomes, processes and a timeline.
e November 21 MSGOT meeting:

o

February 2020

Follow up discussion on future policy direction for Program staff concerning term leases vs.
perpetual conservation easements. Executive action was taken. A motion directing to
Program staff to not bring any more term lease projects for MSGOT’s consideration and to do
more outreach and research on the issues with landowners, NRCS and other interested
parties for MSGOT’s future consideration was passed.

MSGOT approved additional funding in support of the Watson Conservation Easement which
had been awarded funding by MSGOT in 2016 but closing delayed by the Watson family. An
updated land appraisal increased the cost of the project. The additional costs were also
shared by NRCS, who also increased funding support.

2020

o February 4: The Program met with stakeholders regarding projects that involve utilizing
“Trenchless” methods. This scoping meeting with stakeholders allowed the Program to gather
information from developers about methods they used when constructing buried features. This
information was used to develop a standardized definition and criteria applicable to projects
considered “Trenchless”. The Program provided a straw dog example for potential policy revisions
that could streamline the review process and reduce mitigation costs.

May 2020

e May 20 and 21: Two more stakeholder meetings were held. After incorporating stakeholder input,
the Program presented a proposed modified policy for trenchless methods.

e June 9 MSGOT Meeting

MSGOT reviewed Spring Creek Coal Company’s requirement to provide compensatory
mitigation for the revision of a mine project in southeastern Montana. In 2010 the BLM,
MFWP, and DEQ approved a habitat recovery and replacement plan for a mine revision with
the condition that Spring Creek Coal must pay for compensatory mitigation. MSGOT agreed
to allow the compensatory mitigation funds to be paid to the Stewardship Account in lieu of
the closing of MFWP’s Landowner Incentive Program account.

MSGOT reviewed and approved the Modified Mitigation Policy Approach for the
Development of Projects Utilizing Trenchless Methods. The modified mitigation policy: 1.
provides a standard definition of “trenchless methods” which must be met to qualify; 2.
streamlines the process using a two-part analysis that provides certainty, flexibility, and
consistency; and 3. results in no mitigation obligations whatsoever for the vast majority of
trenchless projects implemented to date.

The Board of Oil and Gas Conservation provided an informational summary of the 2019
Senate Bill 299. MSGOT discussed how the program might implement the legislation and
agreed to review the information and to address to the adoption of definitive language at a
future meeting.

e  October 27 MSGOT Meeting

June 2020
o
o
o
October 2020
o
o

MSGOT reviewed and adopted the Modified Mitigation Policy Approach for Unsuccessful Oil
& Gas Wells (Dry Holes) if Properly Plugged and Abandoned. The MGSHP and the MT Board
of Oil and Gas will continue to develop and finalize the recommendations for the policy.
Highlights from the 2019 Annual Report were presented and reviewed by the committee.
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November 2020
e November 30 MSGOT Meeting
o Reviewed seven projects to receive funding from the Stewardship Account. Seven perpetual
conservation easements were approved to receive funding:
= 54 Ranch Livestock Conservation Easement
= Alexander Ranch Conservation Easement
=  Fauth Ranch Conservation Easement
= Jackson Ranch Conservation Easement
=  Mussard-Barrett Conservation Easement
=  Peters Ranch Conservation Easement
= Bequette Property Conservation Easement
o MSGOT approved an update to the Basemap through the adaptive management framework
to be completed within the next year.

December 2020
e December 14 MSGOT Meeting
o Last meeting for the current MSGOT team.
o Conservation spotlights from throughout Montana were presented to MSGOT.
o No executive action was taken at this meeting.
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